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I. Introduction 
Television broadcasting on a commercial basis is 
one of the newest industries in this country. The broad-
casts have hardly celebrated their third anniversary and al-
ready there are over eight million receivers operating in the 
United States*. Like any other infant industry, its birth 
has given rise to new questions and problems in the applica-
tion of old principles. 
One of these problems is the control of the inven-
tory of television receivers, which is the subject of this 
thesis. 
A. Object 
In the writing of this thesis I hope to provide 
the reader with a critical analysis of prevailing systems 
in each section of the inventory control problem, together 
with suggestions for the improvement of control through the 
use of alternative methods. While the systems described are 
tailored f 'or a large retail operation maintaining its own 
warehouse and service department as well as branch stores in 
neighboring cities and towns, it is my intention that the in-
formation and suggestions will be sufficiently flexible to be 
of assistance to anyone contemplating the management of a 
smaller enterprise. I shall also try to provide ideas which 
could be the nucleus of' a control system in a still larger 
company. 
* 11, p.l47. 
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B. Scope 
In order to recognize the problem as it exists in 
the various sections of the business, a separate chapter is 
devoted to each distinct step in the turnover of the merchan-
dise. 
Beginning with the Sales Department, where the 
original need arises, the problems are traced through the 
~urchasing Department to the actual receipt of the sets and 
the accompanying inspection. The Receiving and Inspection 
Departments are presented under one chapter heading, as are 
the Warehousing and Delivery Departments, because their duties 
are intermingled and many times performed by the same employees. 
The Accounting Department is subject of the final chapter on 
the operations of the company. 
The lndividual chapters are arranged so as to first 
present the problems that arise in each department. This 
will be followed bya discussion of the present methods em-
ployed and then by suggestion of alternative ways which would 
do the job better and give a more useable end result. 
Each chapter will be concluded with a summary of 
the major points discussed. 
c. The Importance of Inventory Control 
Several factors make the inventory control problem 
of television receivers unique. First, the cost of eaCh unit 
ranging from $150, for small table models, to $500 and $600, 
for beautifully cabineted television-radio-phonograph combina-
tions, makes the stocking of this merchandise an expensive 
proposition, and doubly so, since manufacturers and distribu-
tors are still in a position to demand payment, cash on de-
livery, or best terms of net cash in ten days. It is to the 
advantage of an alert management to know what stock is on 
hand, which models are readily available, and which are in 
short supply in order that they be in a position to maintain 
an adequate but minimum inventory at all times. 
Secondly, the insta_bility of the price of televi-
sion sets requires close attention. Until the outbreak of 
the Korean War, each season saw new models come out at lower 
prices than their predecessors. While manufacturers and dis-
tributors were offering limited periods of price protection~ 
condi tions were such that managers were forced to know day 
by day what merchandise they had on hand. Some sets had to 
be sold due to sliding market prices, while the price of 
other sets, because of their high public acceptance, remained 
relatively constant. 
Since the beginning of the Korean hostilities, tele-
vision prices have been on the increase. Prior to November 1, 
1950, most television prices rose $10 to $30 per unit. Of 
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course, companies in a large inventory position profited by 
these increases. However, with the cessation of fighting in 
Korea and the corresponding let-up of consumer panic buying, 
we may again see a reversal in the trend of television prices. 
Color television is another dark cloud which has 
always been on the horizon of the television industry and 
which may at last be about to burst on anyone in a burden-
some inventory position. 
In October of 1950 the Federal Communications Com-
mission finally accepted the Columbia Broadcasting System 
method of broadcasting color television. While this action 
is still subject to litigation (most manufacturers who have 
large inventories and are tooled for the production of black 
and white receivers have condemned the action), private broad-
casts for special audiences have already been instituted with 
considerable success. It seems a certainty that color-vision 
in at least limited amounts will be with us shortly. What 
effect this will have on the saleability of currently held 
sets is still a big question; however, one thing is certain--
a dealer with a large black and white television receiver in-
ventory is in a leaking boat and should at least be in a po-
sition to begin bailing. 
Another factor which makes strict inventory control 
vital is protection against theft and embezzlement. We must 
remember that the theft of a single unit, a crime not too 
difficult to perpetrate where poor control is exercised, can 
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easily result in a loss of several hundred dollars. In the 
brief history of television we already have known cases of 
thefts amounting to thousands of dollars. How much is 
quietly stolen in single sets or parts may never be known 
due to the lack of adequate control records. With the popu-
larity television programs are enjoying and the desire of 
everyone to own a set, I imagine it is not difficult to dis-
pose of stolen receivers, especially when offering a liberal 
11d1scount" . It is also important to bear in mind that when 
filing a claim for loss from theft or embezzlement with an 
insurance company, it is necessary to identify the sets that 
were taken. This can only be accomplished through the control 
of the model and serial numbers of all sets. 
Even with the great strides manufacturers have made 
towards perfecting their products and with the general public 
acceptance of' television as a new source of entertainment and 
information, the reception on many sets leaves something to 
be desired. The retailer cannot expect, as he usually could 
with his radios, that every set he delivers will work per-
fectly the first time it is plugged into the electricity. 
Many things can happen--the cathode-ray tube may 
be out of line 1 any one of the numerous tubes may have blown; 
one poor solder joint in the chassis can put the set out of 
commission; the set may need an aerial in the customer's lo-
cation, although it was advertised to work on its built-in 
aerial. These are just a few of the common things that can 
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go wrong, and each requires returning the merchandise to the 
retailer for repair or replacement. It is not unusual for a 
reputable dealer to replace sets two and three times before 
he has a satisfied customer. These replacements make con-
s·tant control over the incoming and outgoing merchandise 
necessary to ascertain that all returning sets are charged 
back into inventory or service and that the customer receives 
only one set, the one he purchased. 
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II. The Company Sketch 
A· Organization of Property and Personnel 
Before considering the problems confronting the 
various departments of the company, it is necessary to know 
and understand the organization of the company and the func-
tions of the departments and their personnel. 
The name of the company is American Television 
Sales Company, Inc., established in 1947 for the purpose of 
selling and servicing television receivers in the Greater 
Boston area. While the name used is fictitious, the opera-
tions and departments examined in this thesis follow those 
used in existing television sales companies. The sales dur-
ing the calendar year 1950 approximated three million dollars. 
Like the majority of small corporations in this 
country, the stock is closely held by a few individuals and 
the stockholders comprise the officers and directors. In 
this case, the officers own all the stock and together oper-
ate the company. The election of one as president and another 
as treasurer is more for the purpose of satisfying state regu-
lations regarding the corporate fiction than as a division 
of authority. 
1. The Plant 
The plant of the American Television Sales Company, 
Inc., consists of six stores and a warehouse. Two stores are 
located in downtown Boston, and one store each in four subur-
ban shopping centers. The company maintains its own fleet of 
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trucks f or the Delivery and service Departments. The ware-
house is also located in Boston, and aside from housing the 
bulk of the inventory, allots space to the Service Departm~nt, 
the off ices, and Demonstration Sales Department, and also 
garages the trucks. 
2. The Personnel 
As shown on the chart on the following page, the 
function of the Purchasing Department is directly connected 
with top managament. This may be readily understood since 
the purchases in 1950 alone exceeded two million dollara, 
and expenditures in single orders often approached ten and 
fifteen thousand dollars. The skillful negotiation of price 
of sets and amount of cooperative advertising all owed by 
manufacturers and distributors become of paramount importance. 
Subordinate to the owners and Purchasing Department 
are the other departments operated by indi~Tidual managers. 
The warehouse manager dir ects: the· handling of all 
sets moving in and out of the warehouse and stores. Under 
his supervision, the receiver-shipper checks in merchandis.e 
from distributors·. , stores or customers, and also releases 
sets to t hes·e same des·tina tions. The receiver-shipper is· 
responsible for proper handling of forms in connection with 
his work. 
The inspector is charged with scrutinizing all in-
coming merchandise for damages to crates and cabinets. He 
also tests all sets before they leave the warehouse. 
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Warehouseman 
Stockholders 
Directors 
Pres. and Treas. 
Inventory 
Control Clerk 
TABLE OF ORGANIZATION 
Switchboard 
Operator 
Credit 
Manager 
J-1 
J-!::>. 
The warehousemen move the sets into their posi-
tions and bring them out for delivery. They als~o assist in 
loading and unloading the trucks. 
The installation crews deliver the sets to custom-
ers, erect the antennae, and make minor adjustments to the 
sets as part of the installation service. 
The inventory control clerk maintains control cards 
of all sets owned by the company. Each set is listed on a 
separate card and when the set is sold, the date and custom-
er's name are recorded before it is filed. He also answers 
inquiries from all departments pertaining to the stock. 
Each branch manager is in charge of his store and 
is responsible to the officers for its operation and the 
stock entrusted to him. Under his direction are his sales-
men and a maintenance man. It is the duty of the branch 
manager to see that his store produces its share of the s·ales, 
handle complaints, and promote customer good will. 'ach night 
the manager reconciles cash collections, deposits the money 
in a local bank, and forwards the duplicate deposit slips with 
the originals of all sales slips to central accounting. The 
triplicates of his sales slips are the shipping orders· and 
are sent to the warehouse manager for dispatching. 
The salesmen, of course, do the actual selling. 
The maintenance man not only keeps the store in presentable 
condition, but also checks in new merchandise and prepares· 
forms to charge outgoing sets. 
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The Demonstration Sales Department manager has his 
own salesmen who do their. selling in the homes of prospective 
customers. Through radio and newspaper advertising, the pub-
lic is induced to call the company for a home demonstration. 
This special group of salesmen respond to these calls,. 
The service w~nager supervises his service men in 
the repair of customers' aets and stock sets which require 
attention. He dispatches crews to customers·' homes on serv-
ice calls and determines the charge to be made if they do not 
have a service policy or guarantee. His clerk maintains his-
tory cards· for each customer with a service policy so that 
the customer will receive all the benefits to which he is· en-
titled. The clerk also takes all incoming service calls and 
prepares the charge slips which are sent to central account-
ing for billing. 
The office w~nager is in charge of the central ac-
counting office. This includes the booy~eepers, credit man, 
stenographers, clerks, and switchboard operator. The office 
functions for all stores are handled in this department, with 
the exception of cash deposits which are made daily by the 
branch managers and small petty cash expenditures made by the 
stores. 
In addition to the regular office routine, a cen-
tral perpetual inventory control is maintained directly con-
nected with the general books. through the Purchase and Cost 
of Sales Journals. 
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The advertising manager and his assistant, in co-
operation with the distributor of a se t to be advertised, 
prepare the advex•tising matter and determine the media and 
timing of the advertisements. 
3. The Inventor~ 
The inventory consists of all nationally advertis;ed 
television sets and is currently valued at approximately 
$200,000. Models of most of the sets stocked are maintained 
on the floor of each store. This standing stock alone in-
volves an investment of about $60,000. The balance of the 
invent ory is in the warehouse ready for shipment as soon as 
order s are received. 
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III. The Sales Department 
Fundamentally, as in any other business, the Sales 
Department is charged with the selling of any and all mer-
chandise purchased by the company. To accomplish this, the 
salesmen require assistance from many quarters. From the 
Purchasing Department they require quality merchandise com-
petitively prices; from the Advertising Department they need 
attractive and inviting publicity; from the credit manager 
they must have sound advice on a prospective credit customer's 
ability and willingness to pay for his purchase; and from the 
inventory clerk they must have information as to which sets· 
are available for immediate delivery, which will be available 
in the near future, and which sets are not selling. 
The salesmen who sell their sets by demonstrating 
and leaving the merchandise in the home of the prospective 
customer have the additional problem of follow-up, primarily 
to make the sale, but definitely to bring the set back to the 
store if no sale can be made. V~en a sale is made, the sales-
man fills out a pre-numbered quadruple sales slip form. The 
original goes to central accounting and is filed there in 
numerical sequence. The duplicate is given to the customer, 
the triplicate is sent to the Shipping Department as a de-
livery order, and the quadruplicate is kept at the store for 
reference. 
Today, with television screens growing from sixteen 
and nineteen-inch tubes, many of the earlier buyers of tele-
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vision want to trade in their small sets for bigger models. 
Not only does this present the problem of allowance on the 
trade-in, but also, at what pr,ice the set should be charged 
into the inventory. 
Since the salesmen all work on a connnission basis 
and cancellation of a sale can mean the loss of a day's pay, 
they are very anxious to have their customer receive delivery 
as soon as possible. This problem becomes acute when the 
order is for a model in short supply. 
On the following pages, I shall discuss the Sales 
Department's problems as they relate to inventory control. 
A. Problems 
1. Inf'ormation on Sets Available for Sale 
Except for having a customer ready to buy, the most 
important problem confronting the salesman is knowing the 
merchandise he has to sell. In a company the size and having 
the facilities of the American Television Sales Company, Inc., 
this is not as simple as it may appear. Not only is the in-
dividual salesman competing with the other salesmen in his 
store for the merchandise on hand, but he also has to con-
tend with salesmen in five other stores. In addition, many 
customers come into the store with preconceived ideas as to 
the make and size of set they wish to purchase, as well as 
to the type of cabinet they want. To satisfy them, the set 
must have full-length doors, doors just over the screen, or 
no doors at all. The wood must be of any one of a variety 
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of blonde or dark finishes. Since it is almost impossible 
to stock a set to suit every whim of the consumer, the sales-
man must be prepared to recommend satisfactory substitutes 
from the stock on hand and provide ~ediate delivery. 
2 • . Allocation o£ ~ in Short Supply 
Unfortunately, the television industry is now pass-
ing through a period of shortages in component parts, es-
pecially in tubes; and due to this, slow deliveries have re-
sulted in the poor supply of many popular models. Because 
these sets are popular, they are easier to sell and many 
times sales have to be back ordered. Not only because it is 
fair should the customer who has waited longest be given 
preference, but when one has to wait too long, he is inclined 
to shop around to the other retail dealers. Finding else-
where the set he wants, he cancels his order with our company. 
It, therefore, is necessary to develop a system of control 
to equitably distribute the sets in short supply. 
Along these lines, the problem has an internal 
twist. As previously mentioned, the salesmen are paid com-
missions on their sales, and a sale is considered completed 
only when delivery is made to the customer. It is evident 
that any method which possibly neglects one salesman in favor 
of another can easily lead to friction within the company. 
We also should have pity for the poor salesman who must 
answer to the harassed customer demanding to know why he 
has not had delivery of his set. 
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3. Identifying Slow-selling Models 
In an industry such as the television industry 
which sees constant and radical changes in the make-up of 
its stock in trade, each passing season contains the threat 
of obsolescence of any stock on hand at the end of that 
season. We may well note that when television first came 
to Boston in the early summer of 1948, the receivers had 
three-inch tubes, quickly followed by seven-inch tubes, and 
by that fall the advertisements extolled the desirability of 
owning the "giant" ten-inch model. In the two succeeding 
years, not only has the ten-inch screen been outmoded, but 
also the popular twelve and one-half inch that followed. 
We now read advertisements and see sets demonstrated with 
receiving tubes from fourteen to twenty inQ~es in diameter. 
To complicate matters further, small sets are ac-
cepted as a trade-in towards the sale of new and larger 
models. At present these sets consist primarily of those 
with ten and twelve and one-half inch screens. The credit 
allowed on them varies from $50 to $150, depending on the 
model and condition of the set as well as on the type of new 
set purchased. Since these receivers do not have a ready 
market like the new and bigger sets, they tie up an equiva-
lent amount of cash and each passing month lessens their sale-
ability. 
All of these small sets, whether left over from 
pr i or seasons, taken in trade, or not being of well-known 
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manufacture, must be catalogued and held ready for sale. 
There is a tendency on the part of the management and the 
sales force to neglect these models while devoting their ef-
forts to the sales of the more acceptable and profitable 
units. 
4. Demonstrations and Loans to Customers 
A special group of salesmen, working under their 
own department manager, bring television directly into the 
home of an interested party. These men answer the calls 
from persons requesting a demonstration of television in 
their own living room. The calls are usually in response to 
widespread newspaper and radio advertisements urging the pub-
lic to have the demonstration at no cost or obligation. The 
salesmen, because of the weight, carry small sets for their 
demonstrations and sell from attractive folders and pictures 
of the line. On occasions where the outlook for a sale seems 
bright and the prospective customer actually wishes to see 
the set perform before he does buy, it will be delivered to 
his home for his approval. Often it will r·emain there over-
night, and sometimes longer, before the sale is consummated. 
These circumstances present the question of control-
ling the sets that are temporarily in the hands of a salesman 
or customer, following up the set and sale, charging the set 
through the general books, and determining the proper forms 
to be used. 
A similar problem to that of the demonstrations 
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occurs when a customer purchases a set which is not presently 
in stock and does not want to f'orego the pleasure of televi-
sion unt:tl his set does arrive and is inste.lled. Under thes·e 
condit i ons, especially when the customer will have a long wait 
until ne receives his set, he is given another one on loan. 
This is not only a bookkeeping problem, but also that of 
follow-up by the salesman, since sets on loan are not avail-
able f or sale and result in extra handling and servicing 
costs. 
5. Accounting for the Stock in the Stores 
Each store manager is held responsible f'or the mer-
chandise in his store, but no system of control of the stock 
in each store is maintained. In other words, when physical 
inventory is taken at all the stores and the warehouse, it 
can be determined if any shortage exists but it is not pos-
sible to tell in which department the shortage originated. 
It should also be noted that it is necessary to take inven-
tory in every department to find out if the entire stock is 
accounted for. No test checks of inventory can be made. 
6. Deliveries Directly from the Sales Floor 
Occasionally it is necessary to make delivery of 
a floor model without the delivery going through the ware-
house. This happens when a customer walks into one of the 
stores, sees the set he wants, makes a down payment or pays 
cash, and orders that particular set delivered to his home 
immediately. It also occurs when a sale is made of a model 
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not in stock at the warehouse and the line has been discon-
tinued by the manufacturer. These circumstances require 
another link in the chain of inventory control by the main 
office. 
B. Present Methods 
If a customer comes into one of the stores and asks 
for a particular set which he does not see on the sales floor, 
it is necessary for the salesman, after determining the model 
number of the set the customer has in mind, to spend time away 
from h i s customer checking with the inventory clerk to find 
out if the set is in stock. This involves getting the clerk's 
line, giving him the information, and having him search the 
card files for the answer. In busy hours, this is not easy 
since salesmen from the five other stores also have to check 
with this same clerk to determine whether certain other sets 
are in stock. If the set is not in stock, then the salesman 
must call the Purchasing Department and ask if any are ex-
pected shortly. All this time he naturally hopes that his 
customer will wait patiently for his return. 
The company is practically devoid of any system of 
handling back orders. Whenever a sales ticket is made up, 
the triplicate copy is sent to the Delivery Department. If 
the item ordered is in stock, it is shipped; if it is not in 
stock, the shipping ticket is filed on a clip board for future 
delivery. It often happens that sets are received in stock 
at the same time new orders are taken, and delivery is made 
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to these customers before those who have been waiting. 
The slips on the clip board are reviewed by the 
shipper sporadically, but shipments from the back-ordered 
slips are made primarily from his memory. This often re-
sults in ill feeling between the Sales and Shipping Depart-
ments, and even more so between the customer a nd the company. 
That top management is unaware of any problem con-
cerning the small television sets which have been accumulat-
ing under its very nose is evidenced -by the handling or lack 
of handling these sets are given by the managers and other 
employees. The sets are relegated to inconspicuous corners. 
of the stores and warehouse, and for all intents and purposes 
ignored. The unconscious attitude taken is that they cannot 
·be thrown out, but no one knows just what to do about them. 
'rhey are assigned stock numbers when they come into a store 
or the warehouse and listed in the perpetual inventory, as 
is any first-class merchandise, but no special des i gnation 
of them is made. As a result, they are buried among the 
other sets in the stock listings and just carried there month 
after month. 
Demonstrations and loans are handled in a similar 
fashion. An ironclad rule has been laid down that no set may 
leave the premises of any store or the warehouse without the 
triplicate of the sales slip being returned to central ac-
counting as a delivered sale. This means that every loan or 
demonstration set that is taken from a store or the warehouse 
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for even a few hours must clear through the entire accounting 
process, namely, charging, setting· up accounts receivable cards, 
charging out the set on the perpetual inventory control, issu-
ing a credit when the set is returned, giving the same set a 
new stock number, and bringing it back into the perpetual in-
ventory. 
While this type of system will do the job satisfac-
torily as far as exercising control, it unduly complicates 
matters when a set is taken out for less than a day and adds 
an unnecessary burden on the Accounting Department, whereas 
the problem could easily be handled within the Sales Depart-
ment without so much red tape. 
When a delivery is made from the salesroom floor, 
the regular sales slip is completed and is sent to the ~c­
counting Department to be processed. This method puts the 
burden of informing the inventory clerk of the sale on the 
Accounting Department and requires special handling in that 
Department, since all other sales come through on manifests 
from the shipper. 
C. Alternative Methods 
1. Use of Inventory Lists ~ An Aid to Salesmen 
Through the use of inventory lists supplied by the 
inventory clerk, the jam-up of telephone calls can be elimi-
nated and the salesman can readily know the units he is able 
to sell and also obtain current information as to the stock 
expected in the immediate future. 
These lists need not be elaborate in form, but be-
ing catalogued by manufacturer could simply state the model 
number, quantity of units in stock, and sets on order. The 
latter information can be made available by the Purchasing 
Department whenever an order is placed. 
The form of the listing, names of the manufactur-
ers, and model numbers could be duplicated in advance, and 
it would only be necessary to fill in the numerical amounts 
and remarks concerning particular models. A copy of the list 
would be posted in each store. However, it would still be 
necessary to call the inventory clerk when the listing shows 
only one set and several days have elapsed since the issuance 
of the list. 
All sets on the floor of the various stores would 
be included in this list since it is usually preferable to 
sell the only one of a model in stock, even though other 
customers may come in looking for that particular set. Not 
only does this keep the stock moving and always fresh, but 
it has a favorable effect on the sales personnel to have new 
merchandise to sell. 
As already mentioned, the preparation of these 
lists would be the responsibility of the inventory clerk, 
for he is in the best position to do the work as far as 
availability of the inf ormation is concerned, and the extra 
hour or two involved can easily be fit into his schedule. 
Should he oe burdened with overload of work, an indication 
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that business is good and that greater need for the lists ex-
ists, there is other personnel available within the building 
to give him assistance. 
How often should these lists be prepared? The an-
swer to this question lies in the future experience of the 
company. During the busy seasons of the year, it may be 
necessary to issue a list daily; and during slack periods, 
once a week may suffice. As a starter, it is recommended 
that a listing be made up semi-weekly. 
2. Allocation of Sets in Short Supply 
The problem of back ordering sets can be disposed 
of very simply through the use of a small file case to accom-
modate 3x5-inch cards. 
The file would be indexed by manufacturer's name; 
and whenever an order was received that could not be filled, 
a card would be made out iw~ediately giving the following in-
formation and would be filed behind the proper index card. 
1. Model Number 
2. Slip Number 
3. Date 
Each morning before the shipper .f'ills his orders 
from slips received the previous day, he could glance throu~~ 
his cards and fill those orders for which he has available 
sets. The slip number would refer him to the shipping order 
he has on his clip board and the order could be filled. 
Further use could be made of this system which 
would do much to increase customer good will and patronage. 
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As the shipper flips through these cards, he might note those 
that have been in the file for more than a week and advise the 
salesman in the case that his customer has not yet received 
delivery. The salesman in turn might call his customer and 
reassure him that he has not been forgotten and that every-
thing possible is being done to speed delivery of h i s tele-
vision set. 
3. Sales Meetings 
Regular meetings of all the salesmen and managers: 
with the officers of the company can be an effective way of 
cementing intra-company relationships and present an excel-
lent opportunity to inform the salesmen of the stock changes, 
expected shortages, which models will be plentiful, and to 
recommend ideas for better selling. While the inventory lists, 
as already suggested, can do a very good day-to-day job, it 
is always better to get the most important information first-
hand from authoritative sources. It might, therefore, be 
wise to invite representatives of the distributors or manu-
facturers to address the men and give their views of coming 
events. 
4. Moving Small Sets 
The first step in disposing of the small sets is, 
of course, getting them in condition for sale. This involves 
testing, making necessary repairs, polishing the cabinets, 
and proper displaying. Tne method of selling these units, 
amount and type of advertising to be used, if any, and whether 
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or not all the sets should be sold from one store only, are 
problems for the officers to decide; but inventory control 
section can perform a service while the ideas are being 
weighed. 
Indicating on the inventory list by means of an 
asterisk, or a separate section, or some other designation, 
which are the small sets that must be sold, inventory con-
trol can be of service to all parties when a customer with a 
limited amount of money comes into a store. The Accounting 
Department could segregate all small sets in its perpetual 
control and show the cost of these sets as a separate item 
whenever interim statements are prepared. If the officers 
can see in black and white how much is tied up in this "deadu 
item, it may precipitate more posit;ive action. The sales 
meetings would present a good opportunity to instill enthu-
siasm in the salesmen, or at least make them recognize the 
need for the disposal of these sets. A more liberal commis-
sion policy on the sale of' these items might also help to 
clear t h em out. 
5. A Form for Temporary Removals of Stock 
When a set has to be taken from a store for a short 
period of time, it should not be necessary to have the trans-
action pass through the entire motions of a regular sale. 
Through the use ol' a separate f'orm, a. good deal of work can 
be eliminated. 
This form, giving the name of' the salesman, make, 
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model and serial numbers of the set, signed by the salesman, 
and initialed by ·bhe store manager, can be prepared by the 
maintenance man whenever it is desired to take a set out of 
the store. The stock tag should be removed from the set and 
attached to the form which will be kept by the store manager. 
When the set is returned to stock, the form will again be in-
itialed by the manager, this time in a received block, and 
the tag replaced on the set. This method is advisable for 
removal for less than forty-eight hours duration. If the set 
is held longer, it is still preferable to charge it out and 
have t h e fact recorded directly on the books. 
6. Follow-up of Demonstrations and Loans 
As a matter of company policy, it is recommended 
that no set be left on demonstration at a prospective cus-
tomer's home for more than forty-eight hours. In unusual 
circumstances, exceptions could be made, but only with the 
approval of' an officer of the company. No se ·cs should be 
s·ent out as a loan to a customer for any length of time with-
out prior permission of an officer. 
If a set is approved for an extended demonstration 
or loan, propel" care must; be exercised to follow up the set 
without waiting for the Accounting Department to inquire 
about the disposition of the transaction. Along these lines, 
a simple file could be kept by each store manager of every 
unsold t;elevision set taken out of his store. Every time one 
o~ these sets is sent out, he could complete a card giving 
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the date, name o1' the customer, make, model and serial numbers 
of the set, sales slip number, name of the salesman, and with 
a brief note stating the circumstances which made the delive1•y 
acceptable to the company. By looking through these cards 
every morning, he would keep the problems fresh in his mind 
and thereby keep after his man to consummate the sale, or in 
the case of slow work by the Service Department on the cus-
tomer's own set, bring the lengt~ of the waiting period to 
the attention of the service manager and obtain better action. 
7. Regrouping the Inventory Control Cards 
As already mentiioned in section A5 of this chapter, 
control is maintained of the stock in its entirety, and the 
controls are not subdivided by the stores and warehouse. 
In order to facilitate the taking and checking of 
physical inventories and to help the store managers keep track 
of the stock for which they are responsible, it is suggested 
that the inventory clerk set up a second file o1' inventory 
cards, filed first by store and then by malces and models. 
Intra-company transfers could be controlled merely by refil-
ing the card under the proper store and correcting the store 
number prefixing the stock number. Under this method, short-
ages or discrepancies in the inventory could be localized to 
a particular store and spot inventories could be made of cer-
tain stores without involving the entire company. Once this 
system is set up, the only work it would entail is reShuf-
fling of the occasional trans1'ers between stores and daily 
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pulling of cards representing sold merchandise. 
'rhe first run of inventory cards remains filed by 
manufacturer and model and is used in the preparation of in-
ventory lists and answering of inquiries. 
8. Including Deliveries fram Stores with Warehouse Deliveries 
Most deliveries made directly from the stores are 
done through the use of crews operating out of' the warehouse. 
These men pick up the sets in response to calls from the 
store manager. If they were to return the shipping order to 
the warehouse instead of to the store, the delivery could be 
handled in the regular channels and cross work between the 
store, warehouse, and Accounting Department could be elimi-
nated. 
Even when the set is delivered by the salesman in 
his own automobile, the shipping order could be sent to the 
warehouse to be manifested as a regular delivery. 
D. Conclusions 
Through the application of controls and dispens-
ing of information on abnormal situations within the inven-
tory, the Sales Department can be assist;ed in the better per-
formance of its selling function. The management can be sat-
isfied by the return of its investment in slow-moving stocks, 
and the Accounting Department relieved of same unnecessary 
work. 
By providing a routine for all the conditions that 
arise in the department, makeshift systems are unnecessary 
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to cover peculiar situations. Of course, when something does 
happen which has ntr)t been anticipated in the construction of 
the system, the Accounting Department should be consulted be-
fore action is taken, since the final responsibility of charg-
ing customers and crediting the inventory rests with it. 
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IV . Ihe Purchasing Department 
As sho~m by the table on page 14, all purchasing is 
done at the top of the organization and is the primary re-
s,pons ibil i ty of the officers of the corporation. All other 
jobs may be left to subordinates, but the functions of in-
terviewing salesmen from the various distributors of tele-
vision receivers, negotiating price, and cooperative adver-
tising allowances are never delegated. 
The buying is customarily done through the local 
distributor for a given make of receivers; for example , 
Eastern Company is distributor for RCA Victorj J. H. Burke Co. 
for Philco, and Allied Appliance Co. for Motorola. Each of 
these companies operates under an exclusive franchise in the 
Boston area. Salesmen from each of· these companies regularly 
call on all the dealers in their territory; and through these 
salesmen, dealers make their purchases. However, where a re-
tailer is contemplating a very large order, direct negotia-
tion t h rough the salesman to his sales manager is likely. 
At this level the price for a given quantity is decided upon, 
as is the extent of contribution by the distr ibutor to the 
retailer's advertising campaigns. In the trade this type of 
advertising is referred to as ttcooperative advertising." 
The amount of money involved in making purchases 
is an important reason why the buying is done by the owners 
themselves. Every set bought today means an expenditure of 
at least $150, and often more than double that amount. To 
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maintain an adequate stock in one store alone requires at 
least fifty sets and an outlay of $10,000. Behind each floor 
model must be other sets available for immediate delivery. 
When placing an order for a line of a particular make to sup-
ply all six stores, a bill for over $15,000 is not extraordi-
nary. 
A. Problems 
1. Stock On Hand and On Order 
Before an order can be placed, it is necessary for 
the buyer to know how much stock he has on hand and how much 
is on order. In this connection, a breakdovm of the stock 
by types of sets, such as table models, consoles, and radio-
phonograph-television combinations, as well as screen sizes 
and light and dark wood or plastic cabinets, is necessary in 
order that he purchase all required sets and still keep the 
bill down to a minimum. He also must know the nQ~ber of sets 
held or on order from a particular manufacturer. Anticipated 
delivery date of' the merchandise is important when sets are 
not iw~edia.tely available; and dependent on promised delivery 
dates, larger or sma.lleP orders may be placed at one time. 
2. Seasonal Factors 
What effect the changing seasons have on the sales 
of television receivers can best be judged from the results 
of prior seasons; but since the industry has only been in ex-
istence a few short years, such a basis is relatively weak. 
The summers of 1949 and 1950 (before the Korean crisis) saw 
price-cutting and more liberal allowances on trade-ins than 
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the previous seasons of the same years. Does this mean that 
the summer months to come will be periods of little activity? 
The retailer who has to determine his purchasing policy for 
these months must know the answer. 
3. Forecasting Sales, Price Trends, and Model Changes 
In addition to seasonal factors which influence 
the value of the stock, the purchasing policymakers must 
also consider the possibility of price changes on new models 
of television sets put on the market. Of course, if the new 
models are substantially higher priced than the existing sets., 
no problem is incurred; however, if the new sets are the same 
price or less expensive than the receivers in stock, the situ-
ation requires immediate attention. The buyer must also know 
to a reasonable extent how many sets the company will be able 
to sell in the coming season. If a method could be initiated 
which would give reliable information of the coming events, 
valuable assistance could ·be rendered the buyers. 
4. Cons~uner Acceptance of the Brands Stocked 
In a company the size and organization of the one 
under review, unless specific statistics are on hand, it is 
easy for top management to lose sight of trends in the sales 
of different makes, an important consideration where only a 
limited number of sets is to be purchased. Statistics show-
ing sales by this category also help test the continued ef-
fectiveness of the company's advertising campaigns. The sales 
meetings, as suggested in the previous chapter, would give the 
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officers an opportunity to get the opinions of the store man-
agers pertaining to the saleability of different makes, but 
the actual figures of' past results would help decide the is-
sue in case of varying ideas and would also help check the 
opinions of the store managers. Naturally, to be able to 
present impressive sales figures to the distributor when ne-
gotiating cooperative advertising allowances would be advan-
tageous to the company's cause. 
5. Financing the Inventory 
A major problem of the owners, as with most dealers 
in television receivers, is financing their purchases. As 
alr•eady mentioned in the introductory chapter to this thesis, 
the terms under which the units may be pur-chased are very 
short, ranging from cash on delivery to net cash 10 days from 
date o1' the invoice. This pressure for payment is brought by 
the distributor, who in turn must remit to the manufacturer 
in alrnost equally short periods. They are faced with the 
problem of having to put out large sums of money with little 
opportunity to conver t into cash the merchandise they have 
bought. They have the choice of raising the money or confin-
ing their purchases to small orders which they can pay for 
with their own capital. In the latter case, sales would suf-
fer due to inadequate supplies of merchandise and they would 
lose out on quantity discounts offered by the distributors 
as well as the advertising allowances given by them. The 
first choice is obviously the only one open to them if' they 
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are to maintain their competitive position in the industry 
and keep the large organization they have developed. 
6. Follow-up of the Order 
The importance of proper and prompt follow-up of 
merchandise orders lies not only in having adequate stocks 
for sale in the ordinary course of business, but in having 
the required sets available ~hen special sales promotions 
and large scale advertising campaigns are launched. Since 
most manufacturers sell their television sets through local 
distributors and the main function of these distributors is 
storing carloads of merchandise and holding them ready for 
piecemeal purchases by retailers, it is the policy of our 
company to buy only enough to keep pace with anticipated 
sales in a thirty to sixty-day period. It is, therefore, 
necessary to check on anticipated receipts of merchandise to 
prevent a serious depletion of the inventory. Follow-up of 
orders is also important at the American Television Co., Inc., 
because of the space necessary to house an order of receivers. 
This may be understood more readily when it is realized that 
a single large television set in its crate can occupy thirty 
cubic feet of space or more. Room must be made for the order, 
and warehousemen must be available to handle the task. 
Although the distributors are interested in the ad-
vertising plans of the retailers, since greater sales at the 
retail level means more sales to them, and although they usu-
ally pay for part of' the advertising, the company cannot de-
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pend entirely on the efficiency of the distributor to produce 
the merchandise on time, but must take it upon itself to in-
sure early delivery. It is noteworthy that many distributors 
handle several unrelated lines of' appliances and the atten-
tion of their personnel is divided among these lines. Wait-
ing until the last minute before calling the distributor in 
search of an overdue order is trying on the nerves of every-
one and even more trying on vendor-vendee relations. These 
calls often lead to arguments and never do either of the par-
ties any good. It is important to foster the good will of 
the supplier as much as the good will of the customer. It 
is inevitable that emergencies will arise and that the help 
of the supplier will be needed to overcome the problem. The 
day-to-day cultivation of good relationships can do much to 
enlist the aid of the distributor in eliminating difficul-
ties. It is good business to maintain effective follow-up 
methods and help the other fellow avoid mistakes. 
7. The Purchase Order 
In the ordinary course of purchasing, the detail of 
the merchandise bought is recorded on the order form of the 
salesman representing the distributor and the duplicate is 
kept by the buyer as a record of his purchase. In a single-
store operation, this record might suffice since anyone re-
quiring information pertaining to the sets on order would 
only have to ask the buyer to ~et his answer; however, in a 
company the size of the American Television Sales Co., Inc., 
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it becomes a nuisance for the buyer to have to continually 
answer inquiries about the stock on order, and still he can-
not release the order form to the inventory clerk or anyone 
else because he needs the information himself when he checks 
invoices submitted by the distributors. 
Cent!•al control is needed over the sundry other pur-
cha s es made by the company. These items include numerous parts 
for the Service Department, equipment for the warehouse, and 
supplies for the office and janitor. The control is needed 
not only to give the company a record of the orders placed, 
but a l so to act as a deterrent to any employee from ordering 
any material without due thought as to the neces s ity of the 
ai•ticles and also to prevent any unauthorized employees from 
making purchases in the company name without first obtaining 
authorization, regardless of how good his intentions may be. 
8. Checking of Invoices 
The checking of an invoice is an extremely import-
ant function and should not be considered a routine matter. 
The arithmetical computation of the amounts may be vouched 
by a girl in the office, but approval of' the price and actual 
receipt and inspection of the merchandise must be the subject 
of tight control. Unfortunately, once the invoice is paid, 
it is filed away and there is little Chance of recognizing 
any discr epancies as to price or extension; and once the mer-
chandise is committed to stock, it becomes much more d i f'fi-
cult to pr ove that any damage subsequently f'ound existed at 
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the time the merchandis e was received. 
B. Present Methods 
Under the present set-up, the purchasing officer re-
lies primarily on his ability to keep in touch wi th day-to-day 
sales through observation and discussions with the branch man-
agers and salesmen in order to obtain the necessary informa-
tion to make the right purchases of quantities and models. 
~is was the method he used when the company opened its first 
store and it still prevails despite the growth of the organi-
zation and dispersing of the sales outlets through the metr o-
politan area. Today the officer is not able to keep in daily 
touch with his managers. Somet:imes weeks pass without a per-
sonal meeting, and telephone calls are brief and limited to 
specific problems. As the company grows larger, the problems 
that require executive decision grow correspondingly, but the 
hours in the day remain constant, leaving less and less time 
for supervision and daily contacts with the sales forces. As 
a result, orders are placed many times after hurried calls to 
the inventory clerk to d etermine whi ch sets are running out; 
and after short consultations· with whomever is in the office 
at the time, a salesman calls. 
With little informati on to the contrary to gu:tde 
it, the management is inclined to accept tbe generalization 
that business always udrops off in the summertime.u This may 
well be true, but with so new an industry, inquiry into the 
possibilities of maintaining sales volume during the warm 
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months can pay handsome dividends. Presently, the policy is 
to get out from under a heavy inventory by th e end of May, 
struggle along on a skeleton stock through the summer, and 
wait for the new models to come out in the fall, before re-
stocking the stores and warehouse. 
Except for recognizing that seasonal problems prob-
ably do exist, no dir•ect attempt is made to forecast the fu-
ture sales potential of the company and no definite method 
is used to determine likely price or model changes in the 
coming months. Of course, conversations with other men in 
the field often turn to future possibilities and trends, but 
these discussions are very informal and deal mainly with ru-
mors and generalization of minor occurrences. 
Knowledge of consumer acceptance of the different 
makes of television sets carried presently comes from infre-
quent observations of actual sales, advice from the inventory 
clerk that a particular model is short, and from the various 
opinions of the sales staff whiCh are often biased by the 
personal likes and dislikes of the observer. Calls from the 
inventory clerk telling that certain sets are in short supply 
is an indication that the receivers are finding a certain 
place in the market; but since the merchandise is bought in 
varying quantities, it is difficult to know how much this 
does mean. 
Raising sufficient working capital has always been 
a problem plaguing management. The company sells all of its 
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installment accounts receivable to local bEm~cs and the of-
ficers have loaned the company all the money they can. How-
ever, during periods of heavy buying, these methods are in-
adequate and often result in unhappy credlit relations with 
suppliers. The company is able to borrow sums from banks; 
but because of the poor stability record of television prices 
and low current ratio on the company's balance sheet, this 
source of funds is limited. 
Follow-up of orders is currently .done only after 
the last unit of a given model has been sold and a customer 
comes into a store looking for one. Then in t he harsh re-
ality of the loss of a. sale, is the supplier contacted in 
searcl~ of the overdue merchandise. Of course, it also hap-
pens that the or•der is not placed until after that last set 
has been sold. As is the case with the other outmoded meth-
ods employed, the problem stems from the rapid growth of the 
company and not a seemingly negligent management. Systen1s 
of personal control which worked effectively a single year 
ago are no longer suitable, but the full realization of the 
chang ing conditions does not occur until something serious 
goes wrong. 
Othei' than in the purchase of the television sets, 
the managers of the various stores and departments have au-
thority to buy necessary materials for their respective de-
partments. It is expected that they will be prudent in their 
procurement and in the case of need for major equipment or 
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sizeable orders, as may occur in the Warehouse or Service De-
partments, they· will seek permission of the off icers of the 
company. ~Vhat constitutes major equipment or sizeable orders 
is a matter of discretion with the manager involved. As pre-
viously mentioned, television sets are ordered on the sales-
man's order pad and not on a form of the company. The order-
ing of o·ther materials is often done orally by use of the tel-
ephone or telling the salesman on his periodic call. In either 
case, no uniform company purchase order is used. 
The price and quantities of all invoices submitted 
to the company are approved by an officer before the bill is 
entered or paid. However, a uniform receiving slip is not 
executed, and the only formal proof of delivery is the pack-
ing slip of the supplier, initialled by our receiver. Occa-
sionally, when a packing slip is not included with the ship-
ment, a scrap piece of paper serves as the delivery notice. 
These notes are forwarded to the Account i ng Department and 
are attached to the invoice. 
c. Alternative Methods 
1. The ~ .£!: Peg Boards 
To help the buyer decide which type sets and how 
many of each to purchase, he can avail himself of a copy of 
the inventory lists as recommended in Chapter III. However, 
with the addition of a visual aid through the use of a peg 
board control, he can tell at a glance the complete story of 
sets on hand, ordered, and past due. 
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The boaPd is scaled vertically with each hole from 
left to right representing one television set and each line 
denoting a model or type of set. A blue peg is inserted on 
a particular line indicating actual sets on hand, a plain 
white peg representing amount on order, a white peg with a 
number on its head showing the reordering point based on time 
for procurement, and a red peg telling the critical supply 
point. 
As notice of the receipt of merchandise comes to 
the office, the wl1.ite peg moves left (less sets on order); 
when a set is sold, the blue peg moves left (lass sets on 
hand). 
The lines on the board could be used to show the 
inventory in many lights at one time. The top few lines 
could give the totals by types, such as table models, con-
soles, and combinations. The bulk of the board could be 
utilized by the particular makes and models stocked, and 
bottom lines might tabulate the small and slow-moving sets. 
This system of inventory control immediately flags 
down shortages as they begin and points out excesses in the 
inventory where they occur. 
2. Seasonal Statistics 
Norris A. Brisco and John W. Wingate say, 11Thera 
is no royal road to a knowledge of saasons.n-ll- AccuPate sta-
tistics must be maintained of past results with an analysis 
~} 2, P• 80. 
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of special events which caused divergence from the general 
trend. Comparison of these figures in the light of current 
business conditions and special events through the medium of 
management's own experiences, coupled with those advanced by 
suppliers and periodicals, from the basis of future deci sions. 
The statistics should show more than the over-all 
picture of sales. A breakdown of sales by store and types of 
sets carried is needed. This information does not have to be 
gathered independently but would be available from the figures 
gathered in the regular forecasting function as recommended in 
the following section. 
3. Forecasting by Statistics and Current Information 
Determining what the customer will buy and an analy-
sis of prevailing business and seasonal conditions are import-
ant s ·tieps toVIard successful buying. In this company with six 
stores and a warehouse, it is difficult for the officers to 
maintain an intimate knowledge of'· the sales details and rec-
ords must take the place of their memory. 
\ . 
In this relation, it is necessary to know what the 
puolic has already accepted, adjusted by present conditions. 
Accurate monthly sales records are a good source of informa-
tion as to the past record. A form giving figures as to the 
type o1' models, such as table models, consoles, and radio-
phonograph-television combinations, sold is a strong indica-
tion of the price ranges the public wants. This f orm could 
also be subdivided by size of screen and light versus dark-
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wood cabinets. Inasmuch as the six stores serve different 
areas and different income classes of people, a separate analy-
sis of each store would be worthwhile, as shown on the follow-
ing page. 
The compilation of statistics of sales from prior 
periods would be a time-consuming operation in which manage-
ment might not want to invest the money and personnel; how-
ever, the figures could be accummulated henceforth and pro-
vide valuable information in months to come. 
Results of past sales are only one instrument by 
which to guide the purchasing policy. any things happen 
which alter the picture. For example, the rectangular ·t;ube 
has become fashionable, replacing the round tube in many sets. 
The purchasing power of a conrrnunity may be increased or de-
creased through the opening of new plants or closing of es-
tablished companies. Government regulations affect the pub-
lic's ability to buy. Today Regulation W, as laid down by 
the Federal Reserve Board, requires a down payment on tele-
vision sales of twenty-five percent and the balance must be 
paid within fifteen months, compared to ten percent down and 
twenty-four months to pay just a few short months ago. Gov-
ernment stockpiling of critical materials affects the supply 
of sets and types of sets produced. 
The buyer who is willing to listen can obtain valu-
able information as to trends in styles from the salesmen who 
call on him. These salesmen receive advice, through their 
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Make & Model 
Admi r al: 
Table L 
D 
Console L 
D 
Combination L 
D 
~
Zenith: 
Table L 
D 
Console L 
D 
Combination L 
D 
Store # 
-----
ANALYSI S OF SALES BY TYPES OF SETS SOLD 
f or t he 
PERI OD BEGINN I NG and ENDI NG 
---~--
January 
12n- 15 u- 18'L 
l4 1f, 17 !!. 20'v 
February 
T U B ~ 
12u- l5 n- 18i1 -
14 H 17tt 20 11' 
L - Light Wood Cabinet 
March 
S I Z E S 
12 11 - 15 11 - 18 11 -
14u 17 11 20 11 
Apr il 
12 w- 15 u- 18il -
14 tl 1711 20 tl 
D - Dark Wood Cabinet 
Form 1. 
ij:>. 
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companies, from the manufacturer who is in touch with the 
national style trends. The buyer who interests himself in 
what the salesmen have to say avails himself of an excellent 
source of inform tion. 
Trade publications are also a good place to obtain 
information on present tendencies. There are several maga-
zines entirely devoted to the radio and television industries 
and daily publications, such as uRetailing Dailyi' , which give 
accounts of important happenings as they occur. These pub-
lications not only are sources of style information, but also 
report price and demand changes. 
National advertising should be closely followed 
since the stock of the company consists entirely of merchan-
dise so advertised. These advertisements may contain models 
not found in tne line of the salesman when he called the last 
time, and the buyer may feel that the model must be stocked 
to be ready for customer calls for the set. The company ad-
vertises that it carries all sets advertised nationally and 
should be in a position to back up that statement. 
4. Analysis of Consumer Acceptance of Brands Stocked 
The statistics tabulated as recommended in the pre-
vious section would present an excellent analysis of the level 
of consumer acceptance of a particular make in comparison to 
its competitors. The figures would also point up any excep-
tional demand of a particular model of a manufacturer. For 
example, in table models one producer may excell in the eyes 
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of the public; but with expensive combination sets, another 
manufacturer with an old reputation for quality products may 
lead the field. 
5. Sources of Financial Aid 
There are several methods by which the management 
could raise the necessary funds with which to carry on its 
business, assuming that no further monies could be obtained 
by ba nks or the personal resources of the owners. 
Private finance companies exist specializing in 
loaning money to businesses on the assignment of accounts 
receivable, or mortgages on inventories or fixed assets. 
This company would only be interested in borrowing money on 
its inventory, since its arrangements on the accom1ts receiv-
able are satisfactory and it does not have enough fixed as-
sets to take a worthwhile loan. The interest rates cha:r:-ged 
by these companies are relatively high and many times reaCh 
two percent per month of the outstanding balance. The rate 
charged is usually negotiated between the parties and depends 
to a large extent on the. general financial condition of the 
company, its earning ability, and the collateral submitted. 
An issue of preferred stock underwritten by local 
businessmen might also be used to relieve the strain on the· 
company. 1bis method would provide a more permanent answer 
to the problem but, nevertheless, would also create new head-
aches. In order to at.tract this new capital, a high dividend 
rate would have to be offered. Seven percent or more should 
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be e:xpected. Also, the income ta:x feature of the dividend 
payments must be considered. Dividends paid are not deduct-
ible expenses; whereas, if the capital were borrowed, a simi-
lar amount of money paid out as interest would be deductible. 
Current corporation income tax rates begin at twenty-five per -
cent and reach as high as sixty-two percent of net income, 
which means· ever~y four dollars paid as interest would result 
in a saving of at least one dollar in taxes. Dividends paid 
would not result in this saving . It is obvious that when 
comparing dividend rates with interest rates, the income tax 
features must be examined. Also, the owners would not be too 
receptive to sharing the ownership of the business they have 
built. 
The use of warehouse receipts offers an excellent 
opportunity to make a large purchase, with the merchandise 
as security for the payment of the invoice. First , it is 
necessary for the company to contact its banker and the sup-
plier to arrange the transaction. The merchandise is shipped 
into an independent warehouse upon the payment of a pre-
determined down pa~aent. The buyer signs a note i n favor of 
the bank for the balance plus discount . The bank discounts. 
the note and pays the supplier. The buyer then has the privi-
lege of making partial withdrawals from the warehouse within 
a stipulated period and upon payment for the sets withdrawn. 
The period of withdrawal can usually be extended by the pay-
ment of additional interest and by additional payments on the 
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principal, depending on the market price of the merchandise . 
Floor planning merchandise is similar to the ware -
house receipt in that specific sets are held as security for 
the loan. In a floor plan the merchandise is actually in the 
possession of the company making the loan. It gives the bank 
a list of television sets, including make, model, and serial 
numbers. On the basis of interest-bearing note and collateral 
mortgage on these sets, the bank loans the company money. It 
is agreed that the note becomes due on a certain date and if 
a floor-planned set is sold before that date, that portion of 
the note pertaining to that specific set becomes due Dnffiedi-
ately and must be paid. The bank usually sends its agents 
periodically to take inventory of the sets. Any sets which 
he cannot find are assumed to be sold and payment must be 
made for them at once. 
6. Control of Purchasing and Better Follow-up 
Througfi Standard Order Form 
Through the application of a standard order form, 
follow-up of orders can be made a routine matter and the man-
agement can exercise closer control over all purchases. On 
the following page is an example of the form that may be used. 
The form would be prepared in quadruplicate. Vmen 
television sets are purchased, the order f orm would be execu-
ted by the buyer. The supplier, inventory control clerk, and 
Accounting Department would receive their copies, with the 
fourth copy being retained in the buyer's files for reference. 
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Purchase Order 
AMERICAN TELEVISION SALES CO., INC. 
Bos ·t;on, l ass. 
To: 
Sh i p Vi a: 
Units Descr i ption 
Form 2. 
Date: 
Order No. 
Ordered by: 
Date Requi red: 
Approved by: 
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The inventory control clerk, who will be in charge of follow-
up of the orders, will also incorporate the detail of the 
order in his next inventory listing for the information of 
all departments. 
In case of purchases other than television sets, 
th e first three copies would go to the purchasing officer, 
with the fourth remaining for the informatlon of' the issu-
ing manager. Upon approval of the order, the original is 
mailed ·to the vendor, the duplicate goes to the inventory 
clerk for f ollow-up, and the triplicate goes to the Account-
ing Department for future matching with the receiving report 
and invoice.. 
Through good relations with the suppliers and ex-
press companies, the inventory clerk should be able to train 
them to advise him of forthcoming shipments and also to let 
him know, without his having to chase them, whenever some-
thing goes wrong that will hold up delivery of the expected 
merchandise. 
Rejection of an order by a purchasing officer 
should be conveyed by a note to the manager placing the 
order or by a telephone call explaining the reasons. 
7. Controlling the Invoice 
As has already been indicated, a uniform company 
receiving form is recommended, the details of which will be 
discussed in the following chapter. If the merchandise re-
ceived consists of television sets, the completed forms will 
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be forwarded daily to the Accounting Department. If other 
than television sets are received, the form will accompany 
the material to the ordering manager, who will initial the 
form to indicate that the material received is proper, and 
he then forwards the receiving form to the Accounting Depart-
ment. 
The bookkeeper• matches the invoice, receiving re-
port, and order form, checks the extensions, and forwards 
all three to the purchasing officer for price approval and 
general review. Upon approval, the invoice is entered and 
is then filed in a tickler file by one day prior to final 
discount date. On that day, the invoice is pulled out, the 
check issued, and the invoice is then filed with the other 
paid bills. 
D. Gonclusions 
That the American Television ciales Co., Inc., has 
outgrown control by observation of top management is a very 
obvious conclusion. The time has come to augment the per-
sonal touch of the owners with systematically prepared re-
ports and statistics. Control must be maintained by provid-
ing written forms for all functions and routing these forms 
through check points. One person may not have complete con-
trol over an entire transaction. 
In this chapter, I have recommended further respon-
sibility for the inventory control clerk in the assumption 
of the follow-up f unction. The position of this person be-
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gins to take on the proportion of a department and, as will 
be detailed in the following chapters, can develop into the 
nerve center of the operation of the company~ The inventory 
control clerk is in the best position to watch and control 
the flow of merchandise in and out of' the company and is in 
a good position to make recommendations about future pur-
chases. 
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v. Receiving and Inspection Departments 
A. Receiving Problems 
1. Handling Merchandis e Receipts. 
Into the Heceiving Department daily flow televi-
sion sets, parts, and supplies from the following sources. 
1. Purchased television sets fram distributors. 
2. Replacement sets from distributors. 
3. Our own sets repaired by distributors . 
4. Our own sets repaired by independent service 
companies. 
5. Returns from customers on cancelled sales. 
6. Returns from customers for exchange. 
7. Sets from customers for repair. 
8. Transfers from branch stores. 
9. Parts for the Service Department. 
10. Supplies for the various departments. 
These different receipts require handling peculiar 
to themselves and a method must be provided to insure that 
proper control is exercised in each case. 
Information on purchases of new sets must go to 
the inventory control clerk for entry in the stock records 
and then to the Accounting Department to process the invoice. 
Replacement sets and those repaired for us by the distribu-
tor, as well as repairs by independent service conpanies and 
returns from customers, must all be charged back into stock. 
However, the information about those coming back from the 
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distributor are then funneled to the accounts payable clerk, 
while customer returns and replacements go to the accounts 
receivable section of the office for credit ·to the customer. 
Sets returned by customers for repair have to be 
channeled into the Service Department, but the control func-
tion must begin here for the eventual release of the set to 
the customer without char•ge other than possible service 
charges. 
Receipts from branches require control by the in-
ventory control clerk to give the transferor manager credit 
and charge the warehouse control. 
Parts and supplies for the other departments are 
forwarded to the users, but the Accounting Department• re-
quires the appPoval of the requisitioning manager before the 
invoice can be paid. 'rhis approval must come to them in a 
predetermined and uniform manner so that time and efficiency 
will not be lost in chasing after the manager, and the good-
will of the supplier will not suffer because of the entail-
ing delay in payment of the invoice. 
2. Prate ct ion .Aiga inst 'l'heft and l::m.oezz lament 
The Receiving Department is the first Department 
to actually handle the merchandise. It is in this Depart-
ment, in its close association with the Shipping Department, 
that the greatest opportunity for thievery by employees ex-
ists. Away from the custotr.er traffic and allowed the general 
authority to move the sets about and re:!llove them from the 
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premises within the realm of his daily work, a man could 
make preparations to steal without arousing any suspicion. 
Tieht control must be initiated to eliminate any 
temptation that might otherwise lead an employee to steal 
and then cover himself through a loophole in the system. It 
is of little satisfaction to learn through shortages in physi-
cal inventories that there is a thief among the employees 
even though the company is fully covered by insurance. It is 
also bad for the morale of the other employees to know that 
there is a dishonest person among them and that a veil of 
suspicion lingers over the entire department. 
Protection must also be had against burglary. 1be 
warehouse loading platform is located in the rear of the 
building to facilitate the movement of the trucks, but ·this 
also affords an excellent arrangement for would-be burglara 
to back up a truck and once having gained entrance to the 
building, quietly load the television sets on board and slip 
away. 
B. Present Methods 
Shipments of television sets received from distri-
butors are immediately tagged with the stock number, make, 
model and serial number on the carton or side of each set. 
The inventory clerk takes off this information on individual 
cards for his record, and the packing slip is sent to the 
Accounting Department as the receiving record. On replace-
ments and repairs by the distributors, the handling is quite 
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similar since the company takes credit for all returns to 
the distributor. 'When the replacement or repair is com-
pleted and the set returned to stock, an invoice is entered 
to offset the credit. 
Returns from service companies repairing the com-
pany's own sets, returns from customers on cancelled sales, 
and returns by customers for exchange result in the issuance 
by the receiver of a credit memo giving the date, name of 
party returning the merchandise, and a description of the 
sets and stock number assiened. The memo is sent to the Ac-
counting Department where credit is given. The receiver com-
pletes and attaches a tag as he does for merchandise shipped 
by a supplier, and the inventory control clerk prepares his 
record of the receipt. 
All customer sets brought in for repair are sent 
to the Service Department where a history card is prepared 
and the set serviced. 
Intra-company transfers of television sets are not 
handled with any prescribed system. Whenever a set is needed 
by one store or the warehouse for delivery to a customer, the 
location of the required set is determined by telePhone con-
tact with the manager of the store. A truck is then dispatched 
to pick up the set from the store and deliver it either to the 
customer or the department needing it. Several of the managers 
ask the pick-up crew to sign a receipt for the merchandise for 
their own protection, but this is not a company-wide practice 
or policy. 
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Parts for the Service Department and supplies for 
the other departments are handled in a similar manner. No 
form is employed as proof of the delivery of the materials. 
The material is merely sent to the using de partment or if this 
is unknown, it is held until someone inquires about its re-
ceipt. Under these circumstances, whenever an invoice is re-
ceived, the Accounting Department has to check to find out 
who bought the material, if it arrived in good order, and if 
the price is correct. This puts an unnecessary burden on the 
Accounting Department and creates a time-wasting task. 
C. Alternative Methods 
1. The Use of Receiving Forms 
Through the use of receiving forms, mucH confusion 
can be eliminated with a corresponding saving in time and an 
increase in the efficiency of the affected departments. One 
form would be used for all receipts from suppliers, including 
television sets, parts, and sundry supplies. A second form, 
the one now in use, would be used for receipts affecting ac-
counts receivable, such as returns from service companies, and 
customers. A third form would be used by the Service Depart-
ment to keep track of their sets, and a fourth for intra-
company transfers. All of these forms would be pre-numbered 
in order to determine missing slips, and it is for this reason 
that the first and second forms are not combined. The first 
form is used in the accounts payable section of the Account-
ing Department, while the second is used in the accounts re-
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ceivable section; and if the same run of numbers were used 
for both, it would be very difficult to pick out any missing 
slips. 
The form for receipts from suppliers would be made 
up in duplicate either in book form with one copy permanently 
attached or in an Autographic-Register type of machine in 
which one copy falls into the machine and can only be re-moved 
by opening the machine with a key. 
The Autographic-Register type of machine is recom-
mended in preference to the book type of forms because it is 
easier to handle, faster to operate, and is much harder to 
misplace. 
The completed forms would be sent to the inventory 
clerk daily, who in turn would prepare his duplicate cards 
for each set as recommended in Chapter III Section 07, fil-
ing one card by make and model number and the other card 
first by location and then by -make and model number. 
Another method of receiving that may be used and 
which often results in a saving of time for both the Receiv-
ing and Accounting Departments is the preparation of the per-
petual inventory sheets for the Accounting Department by the 
receiver. In other words, instead of making a receiving slip 
for each set that comes into the warehouse, exclusive of the 
customers' own sets for repair, the receiver would record the 
receipts directly on a perpetual inventory sheet giving the 
origin of the set, the make, model and serial numbers. The 
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Receiving Report 
AMERICAN TELEVISION SALE'-' CO., I NC. 
Boston, Mass . 
Received from: 
ake Model No . Serial No. 
Report # Received by: 
Form 3. 
Date 
-------
For Dept. # -------
Stock No . 
Assigned 
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page is sent to the Accounting Department daily. The Account-
ing Department would then put through credits for customers 
appearing on these sheets and would also be able to price in 
the sets received from distributors by matching the invoices 
with the items listed on the inventory page. 
The returns from customers and service companies 
would be recorded on a similar form with a few minor changes. 
The color of this form should be different from the prior one 
for easy distinction and would be headed "Credit Memorandum. tt 
Also, the address of the person or company making the return 
would necessarily be filled in to help distinguish between 
customers with similar names. 
Inasmuch as there is only entrance or exit for re-
ceiving and shipping, all customer repail" sets must come in 
the same way as do all other sets. To maintain control over 
the company's own stock, these sets must not be allowed to re-
main on the floor of the warehouse, but must immediately be 
taken to the Service Department. Since these sets are then 
mingled with company receivers being repaired, it is neces-
sary to be able to identify them as they move ou·t of the 
Service Department for delivery to the customer. To this end, 
it is recommended that each cus·tomer owned television set com-
ing in for repair to be tagged by the receiver with a two-
sectioned, prenumbered perforated tag. The top section of 
the tag need only have the number printed on it, while the 
bottom section would also have the same nUmber on it, as well 
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as the make, model and serial numbers. 
When a service crew brings in the set, the receiver 
would split the tag at the perforation, attach the first sec-
tion to the unit, record the make, model and serial numbers: 
that are on the second section, and keep it in a small file 
under lock and key. When the set comes back from the Service 
Department, he will remove the upper section from the set, 
pull his section from the file, match it with the actual set 
being released, and if it is the correct set, allow the serv-
ice crew to take it out. The two sections would then be 
stapled together and turned over to the warehouse manager for 
destruction. 
Intra-company transfers of television sets require 
strict control if managers are going to be held accountable 
for the stock in their stores. Each manager should receive 
a receipt for all sets taken f~om his store, and the inven-
tory control clerk should receive a copy of this receipt in 
order that he may charge the manager receiving the merchan-
dise and credit the rr~nager releasing it. 
A duplicate receipt book should be kept by each 
manager, with the original being detachable and the carbon 
copy permanently a part of the book. When a crew comes to 
the s t ore to pick up one or more of the sets, the manager 
will record the destination, date, make, model, serial and 
stock numbers on the receipt and have one of the men sign 
for the sets. The manager will then tear out the orig inal, 
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give it to the man who will in turn have it signed by the 
manager of the store where he delivers the set. The first 
manager will retain the book with the copy of his receipt. 
Tne delivery man will then turn the receipt over to the ship-
per who will forward all such receipts to the inventory con-
trol clerk daily. 
2. Protection Against Theft and Embezzlement 
Once the inventory control clerk has set up his 
control of the inventory by stores, he will be in a position 
to spot check the stock in each of the stores and warehouse. 
These s pot checks should be unannounced and should be made 
~t least once a month, preferably more often. The complete 
warehouse stock need not be checked at one time, but the con-
trol clerk can test the stock of one or two particular makes 
of television sets at one time and occasionally double back 
on the same items: in succession. 
All of the employees who handle the mer'chandise or 
remove it from the stores or warehouse for delivery to cus-
tomers or other stores must be bonded. Not only does this 
protect the company in case of theft, but also acts as a de-
terGent to any employee who might otherwise be tempted to 
steal. The bonding companies investigate the background of 
~~e help and advise the company if any of them are an unde-
sirable risk, thereby nipping trouble in the bud. 
Because of the close association of the positiona 
and because there is only one door leading to the loading 
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platform, the company uses one man as a combination receiver-
shipper. From the point of view of internal control, this 
situation is risky since it puts too much authority in the 
hands of one person. While it would not be feasible to split 
the job between two men, since both would need the same facil-
ities at the same time and would result in expensive idle time, 
rigid control must be maintained through tight inventory con-
trol and the insistence on the proper and prompt execution of 
all forms required. This man should be bonded for at least 
' 
$10,000, and his past record should be thoroughly investigated. 
D. Inspection Problems 
1. Claims for Damages Filed Immediately 
As the television receivers are received from the 
distributor, there is an immediate need for the inspection 
of each crate and carton for any breaks or tears which may 
indicate damage to the set. If any damage is noted, the re-
ceipt given the carrier must be qualified to the extent of 
the ascertainable injury and a claim for damages must be 
filed immediately. If the delivery truck belongs to the dis-
tributor, he must be notified and arrangements made for re-
placement with a perfect set or suitable credit allowed cover-
ing the cost of repair. 
2. Better Inspection of Sold Sets 
Although a customer may deliberate for weeks and 
months be~ore actually buying his television set, he usually 
oarillot understand why there has to be any delay in the de-
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livery of his set. One of these necessary delays is the "air-
checking18 of his set. This consists of allowing the set to 
operate f or several hours, giving any weak spots in the unit 
a chance to manifest themselves, and making adjustments to the 
picture t ube. This testing is done in order to provide the 
customer with a set in g ood-working order when it is delivered 
to his home and also to reduce the expense of sending out serv-
ice men to inspect and fix the sets once they are delivered. 
Although a customer may not buy an insurance policy on the op-
eration of the set, it is the company's policy to give the 
customer a set that works perfectly when it is first plugged 
into the electricity. As a result, it is necessary to pro-
vide pretested sets ready for shipment as soon as a shipping 
order is received by the Delivery Department. 
3. Testing the Merchandise and Processing Repairs 
One of the factors that sets the retail television 
industry aside from the; other appliance industries is the in-
consistent performance of its stock in trade. Many times the 
retailer must repair at his own expense new merchandise re-
ceived from the distributors, and often these repairs are more 
extensive than minor adjustments that can be attended to in 
the norme.l '•air-checking" of the set. These sets must move 
into the Service Department for disassembly and intensive in-
spection and repair. Of course, sets in very bad condition 
may be sent back to the distributor for exchange or credit, 
but the conditions under which these returns can be made are 
69 
often det ermined by the day-to•day relations be t ween the dis-
tributor and the dealer and current market conditions of sup-
ply and demand. This again serves to emphasize the importance 
of good vendor relations, since the goodwill created can often 
negotiate a return,although a seller's market may prevail at 
the time. 
The problem of the Inspection Department is to de-
ter mine which sets are in need of repair and also which should 
by all righ t s go back to the supplier. This is very difficult 
to achieve since opening all the cases in which the t elevision 
sets arrive takes much time, arrl setting up the sets for in-
s pection and actual testing is not only time-consuming, but 
also r equires a great deal of floor space. 
4. Inspecting Returns ~ Customers and Service Companies 
In addition to the new merchand ise that has to be· 
inspected, all sets returned by customers must be checked as 
soon as they come into the warehouse, since most are sent 
back because of flaws in their operation and the others that 
are returned are trade-in sets or exchanges for different 
models. The trade-ins must be checked because they are usu-
ally over a year old, and the exchanges should be especially 
checked f or damages caused by the customer which he may try 
to cover and get himself' a new set. 
Returns by independent service companies used by 
the company to relieve some of the burden of its own Service 
Department must be inspected in order to make certain that ·the 
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work required and paid for has been satisfactorily done. 
h. Present Methods 
Vfuenever a break in a carton or case containing a 
television set is noted, the receipt given to the carrier is 
qualified by a description of the apparent damage and the set 
is removed from its packaging and immediately checked f or ac-
tual damage. This is done by the receiver-shipper who then 
notifies the warehouse manager of the extent of the damage. 
The warehouse manager in turn calls the buyer and gives him 
the details; the buyer then tells the office manager to hold 
up payment of the invoice until the buyer can settle with the 
carrier or distributor, whoever is at fault. 
The sales orders come daily to the receiv,er-shipper, 
and at that time he tells the warehousemen to assist him in 
taki ng f rom the stock the sets to be shipped. The sets are 
then uncrated, lined up, and turned over to the inspector for 
nair-checking. lf If a defect in one of the sets comes to light, 
the set is sent to the Service Department for repair and an-
other is taken from stock. Of course, if t;he second one is 
defective, the process is repeated. Unfortunately, when the 
stock is short on a particular model and the defects are not 
fotmd until an order comes through for the delivery of a set 
of that model, the shipment to the customer is delayed often 
as long as a week. This situation makes for poor customer re-
lation, especially since the salesman has probably told the 
customer he would have immediate delivery of his set because 
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the model was in stock. 
The new merchandise received from the distributors 
is not checked until it is pulled out of the stock and pre-
pared for delivery to a customer. The sets are left in their 
cartons, as in this way it is easier to handle them and it is 
much more protective to the cabinet and picture tube. The 
returns from customers a r e tagged, as are the new sets, cov-
ered with a dust cloth, and placed with the other sets of the 
same make and model. Returns from the independent service 
companies should be checked by the service manager before they 
are committed to stock, but often these sets are shipped to 
customers as soon as they are received (these sets were sent 
out because they were needed in a hurry) and the proper in-
spection is not made. 
F. Alternative Methods 
1. Placing Responsibility for Damage Claims 
Since all the buying is done by the purchasing of-
ficer and since delivery of' new sets is usually made by the 
truck of the distributor, it stands to reason that the pur-
chasing officer is in the best position to negotiate any and 
all damage claims against the distributor. It also follows 
that the purchasing officer should handle claims against the 
carriers to provide a uniform method of disposing of all claims. 
As soon as the inspector discovers something wrong 
with a newly-delivered set, he should stamp rrDJ\MAGED 11 in large 
letters on the receiving slip to call to the attention of the 
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Inspection Report 
AMERICAN TELEVISION SALES CO., I NC. 
Boston, Mass. 
Received from: 
Date 
Our Order No. 
Carrier 
--------
Charge supplier 
Charge carrier 
Give make, model and serial numbers of sets. 
Give full description of damages. 
Report # -------------- Inspector ----------------------
Form 4. 
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Accounting Department that a credit is due on the invoice f or 
this particular shipment. He should the n make out his report 
in ful l , and in duplicate, on a separate form, keeping one 
copy as part of a chronolog ical list of' reports, and send the 
orig inal to the purchasing officer for action. The Account-
ing Department will not pay the invoice without written in-
structions or authorization from the off icer. 
2. Inspecting Merchandise 
Inst ead oi' calling a service man over to the Re-
ceiving and Shipping Departments whene ver sets come into the 
warehouse or whenever orders come down from the Sales Depart-
ments to ship sets to customers, one responsible service man 
should be assigned to these Departments to handle all of their 
inspection and service problems. This man could work out a 
routine whereby he could check all sets coming in from the 
various sources and maintain a perpetual "air-checking" serv-
ice on the stock. 
A small section of the warehouse could be set aside 
for the inspector's use. This corner should be out of the 
line of general traffic but close enough to the main stocks 
of television sets to keep handling at a minimum and also 
close enough to the receiving door to be ready to check in-
coming sets. The inspector would begin his duties by uncrat-
ing one set of as many popular items in the inventory as he 
could handle at one time and arrange them for checking. He 
would go about this work as long as no new sets came in and 
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as long as he did not receive notice of the sale of any models 
for which he had not already checked a set. As he finds sets 
in good-working order or corrects them so that they do work 
properly, the sets would be put back in their crates and 
marked "O.K.", dated, and placed in a front position with 
the balance of sets of like model. 
Each morning as the previous day's sales orders 
come to the shipper, the inspector would look through the 
slips and then turn over to the shipper the models of the 
ordered sets that he has already checked and would immedi-
ately set up the balance for inspection and have them ready 
for an afternoon shipment or first deliveries the following 
morning. 
As the trucks come in to the platform and are un-
loaded, the inspector knows that he has one of several degrees 
of checking to do. Transfers from other stores need only be 
examined for scratches to the cabinet or other damages caused 
while in transit. Merchandise received from suppliers should 
also be scrutinized for damages and then sent to stock. It 
would be very difficult to uncrate each of these sets and 
give them a thorough test due to lack of time and space. 
Since all the distributors represent national brands of tele-
vision sets, it can at that point be assumed that the mer-
chandise is in good order. 
Returns from independent service companies Should 
be sent to the regular Service Department without any check-
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ing, as i t was they who originally shipped out the set; and 
since they have the history of the set, are in the be s t posi-
tion to check the repairs that sh ould h ave been made. Re-
turns from customer s on trade-ins and exchanges should be 
given the mos t thor ough check before being placed in stock. 
Trade-ins that are found to be in need of repa ir will be sent 
to the Service Department; and any exchange which does not 
match up to the agreement between the customer and the com-
pany wi l l be put aside, the salesma n notified, and the set 
held until advised further by the Sales Department. The 
credit slip would be marked accordingly and the credit to 
the cus tome1~ withheld until the ma tter is sett led. 
Subsequently, in the regular routine of testing 
the stock, shoul d the inspector find a set received from the 
distributor which requires extensive repairs or has missing 
or broken parts, he will make out an inspection report in 
duplicate and forward the original to the buyer for action. 
The set should be segregated from the o.thers until he re-
ceives instructions from the buyer about i ts disposition. 
G. Conclusions 
Through the institution of regulnr forms on which 
to record ·the happenings in the Receiving and Inspection De-
pa r tments, their work and that of all the other departments 
is facilitated. The inventory control clerk has a better 
record from which to handle h i s work; the Accounting Depart-
ment receives accurate accounts of the flow of merchandise 
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into the company; and the buying officers receive a legible 
account of any problems which arise a nd require their execu-
ti~;e attention. 'l'he Sales Department gains -through the boost 
to the company 's reputat ion f or prompt delivery of the mer -
chandise and also through the perfect performance of the sets 
as soon as they are installed in the customer's home. 
Having one man spend his full time inspecting and 
testing the stock is not an additional expense to the company 
as may appear at first g lance. Everything that he does was 
done bef ore but in a haphazard, and in the long run, more ex-
pensive way . If this man can save the company i'ive or six 
service calls a weelc by catching faulty sets before they are 
delivered to customers, he indeed earns his keen. 
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VI. Warehousing and Delivery Departments 
A. Warehousing Problems· 
1. Handling Gosta 
One of the main problems concerning management 
about the Warehousing Department is its high cost of opera-
·t;ion. Except for the regular fixed charges, the high ex-
pense is in the maintenance of the crew of warehousemen who 
handle the mer chandise. Most of the television sets stocked 
weigh over one hundred pounds each, and even the table models 
often approach that amount. Therefore, it r equires the labor 
of two strong men to pick up, carry, and place just one piece 
of merchandise. During an average day, a group of these men 
is needed to unload incoming trucks, carry and put the sets: 
in stock, lift sets from stock, carry and load outgoing trucks, 
help the inspector and Service Department move their se ·(;s 
around, and often to rearrange parts of the stock to make room 
for new merchandise. 
2. Fatigue 
Although the men hired to do the heavy work in the 
warehouse and make installations at the homes of custoMers 
are necessarily strong and physically fit, carrying these 
heavy sets as a regular part of their job is bound to tire 
them and cause a slow-down in their work, thereby reducing 
their over-all efficiency. Fatigue, therefore, also adds to 
the cost of the warehouse operation by not allowing the men 
to do the amount of work they could if they had mechanical 
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assistance to reduce the burden. 
3. ~ssab~li~ of the Merchandise 
Another factor which affects the costs of handling 
the merchandise is the arrangement of the stock and the fa-
cility with which a given set can be removed from its storage 
place and be brought out for delivery. If a set that is needed 
could be taken out of stock quickly without having to move 
other sets or without any jockeying, the expense involved 
would be proportionately reduced by making the men available 
for other work. 
4. Protection Against Dama~ and Theft 
In the Warehouse Department the merchandise receives 
the most handling, and it is here that damage through careless 
handling is most likely to occur. The cases collide when the 
sets are piled one on top of the other ~nd are often put down 
roughly because of the weight involved. Jarring the set this 
way nay not leave any outward signs of disrepair, but it can 
easily throw the picture tube out of balance or break any of 
the fine wires which are essential to the operation of the 
set. 
There is also the problem of protection from dust 
and dirt for the sets which have been uncrated, and it is. 
these sets· that are especially in danger of being nicked by 
other sets carried near it. The dust gets into the mechan-
ism of the set, tending to shorten the lifetime of the unit 
and can easily make the finish of the cabinet dull and old 
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looking. The existence of either of these factors in a set 
is reason enough for rejection by the customer when it is de-
livered to his home, since he has the right to expect first 
quality merchandise when he accepts his expensive television 
receiver. 
Continued care must be given the stock of televi-
sion set s against theft from the warehouse. The existence 
of over $125,000 worth of merchandise in only approximately 
six hundred packaged and disposable units is a plum some gang 
might find worth plucking. 
5. Centralized versus Decentralized Warehousing 
It has been suggested to the management that per-
haps the central warehouse could be eliminated to a major ex-
tent and each store would carry its own stock in the back 
rooms and cellar. Each manager would then be held respon" 
sible for keeping his handling costs down through the use of 
his maintenance man as his inspe'ctor and stock handler. De-
liveries could be made through a central dispatching service 
operating out of the Service Department, with certain trucks 
being regularly assigned to specrific stores, and changes be-
ing made only as there is an extra demand from particular 
stores with a heavy sales volume. Shipments of television 
from the distributors would be made directly to the stores 
assiened and reshipping would be unnecessary. Receiving and 
sales slips would be forwarded to the Accounting Department 
daily. 
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It is believed that economy could be had through 
the competition that would be created between the store man-
agers and the saving of wages of supervisory personnel in 
the warehouse, speed-up of the delivery service, and the sub-
leasing of the warehouse area. 
B. Present Methods 
As has already been indicated in the first section 
of this chapter, very little in the way of mechanical aids: 
is used in this Department. The physical strength of the 
warehousemen is utilized as best as it can be. It is argued 
that two men have to be available to pick up any large set 
and place it in stock or remove it from there. Also, two 
men have to be on every truck to carry the sets into the 
customers' houses. Therefore, little economy can be seen 
by the employment of platform trucks or other aids. It fol-
lows that through this system, sets can only be piled as 
high as two men can safely lift them. The space above these 
sets is not utilized and is therefore wasted. This unoccu-
pied space must be considered in calcula ting the over-all 
cost of the warehousing operation. 
The fatigue factor with its relation to the costs 
of the Department has been given little thought thus far, 
and its full significance is not realized. The men who are 
hired for the various jobs in the warehouse are foretold of 
the heavy merchandise they will have to move and are hired 
with t he u rrl erstanding that they are capable of handling the 
81 
job. In spite of this, the turnover of personnel has been 
heavy and each new man has to be taught the care that must 
be exercised in the carrying of the sets. As a rule, this 
fact makes no i~pression until the new man has damaged a 
unit. 
The merchandise is stocked by maker's name, with 
table models, consoles, .and comb ina ti ons grouped together. 
Usually, the combinations form the bottom row, with tl1e con-
soles and table models stocked on top of them. The rows of 
merchandise run laterally when compared with the position of 
the receiving and shipping door, with aisles between each 
double row. 
Protection against damage by jolting and scraping 
comes only with the training of the men to exercise extreme 
caution when moving the merchandise. An attempt is made to 
ship uncrated sets before resorting to the cased units in 
order that such merchandise be kept on the floor only a mini-
mum of time. 
The warehouse is protected by a burglar alarm sys-
tem in addition to full insurance coverage against theft as 
well as all other insurable risks. 
As has been indicated through the previous sections, 
the company operates its warehouse under a centralized plan 
with only a floor stock maintained in each store. 
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c. Alternative Methods 
1. Me chanical Aids 
Through the use of mechanical aids, the cost of 
operating the warehouse can be substantially reduced. This 
could be accomplished by cutting down the amount of carrying 
done by the men, thereby reducing the fatigue problem and 
speeding up the work, since the burdens would then be shifted 
to the equipment. 
When a truck ready to unload its contents backs up 
to the platform, the men could utilize a four-wheel hand truck. 
This t ype of' truck is a platform on four wheels or casters 
and is ca.pable of carrying a number of television sets at one 
time. Instead of making trips into the warehouse carrying 
one set at a time, the men could load this truck and bring a 
group of sets in at once. 
For single s ets that come to the warehouse, a ~~o­
whe el hand truck can be used. This truck consists of an up-
right back with a lip to slip under t he merchandise to be car-
ried. The set is tilted forward, the lip placed under it, and 
then the set and truck are tilted backward and rolled away. 
These trucks should only be used for srr~ll quantities a nd short 
distances since only one set (consoles or larger) can be car-
ried at one time. 
For uncrated merchandise in small quantities that 
come in from cus t omers or service companies, or are being 
moved around in the warehouse, a small platform truck built 
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on casters can be used. These trucks, which e.re referred to 
as "dolliesn, can carry only one set but are safer since the 
set stands upright and does not lean against anything. These 
"dollies ,. could be put to good service by the inspector be-
cause he can then move his sets at will and turn them as he 
finds need. 
To utilize the entire space of the warehouse, 
equipment is needed that can lift the merchandise and create 
as many tiers as the ceiling will allow. The truck for this 
job is a fork truck using a pallet system. This truck is 
power dr·iven and lifts heavy merchandise by fitting the f ork 
in the pallet on which the merchandise has already been placed. 
The fork is raised on the elevator structure of the truck and 
the me rchandise is placed with the pallet on top of the lower 
tier. The truck then pulls away. This action takes place 
until the maximum height of the truck or the ceiling is 
reached. Good floors are needed for the successful operation 
of this truck. 
2. Storipg the Merche.ndise 
To obtain the shortest distances between the stor-
age lots and the doors to the warehouse, the aisles should 
point toward the doors. This will allow direct and speedy 
handling and make the stock more visible from the front of 
the warehouse. 
Only like sets should be piled on top of one another 
to eliminate extra moving of sets. 
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Popular makes of television sets should have the 
forward positions in the warehouse and should be grouped by 
table models, consoles, and radio-phonograph-television com-
binations. Both sides of the double row of merchandise will 
be of the same make to insure a compact grouping of the stock. 
3. Protection Against Damage and Theft 
.A. rule that should be followed in the handling of 
uncrated merchandise is that every set before being moved 
must be covered with a heavy quilt to protect it from nicks 
and scratches. The cost of these quilts will be recovered 
many times over in the saving of refinishing charges. All 
uncrated sets remaining on the floor must have dust caps on 
them and be dusted daily. 
The use of the equipment as outlined in the preced-
in~ sections of this chapter will also help reduce the amount 
of damage done to the units by placing a large portion of the 
burden on their untiring steel backs. 
Although the doors and windows of the warehouse are 
protected by a burglar alarm system, unwarranted access to 
the warehouse can be gained by entrance through the front of-
fices or the Service Department; and since these Departments 
often work into the night, a person can go into the warehouse 
without arousing suspicion. It is, therefore, recommended 
that an extension of the alarm system be installed in the 
warehouse. This could be made of chicken fence wire with 
2x4-inch wooden supports. Only the owners and warehouse 
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manager would have keys to shut off this section of the alarm 
system and open the warehouse door. 
4. The Centralized Warehouse: System 
The centralized warehouse system as practiced by 
the company, together with the recommendations made in this 
paper, have advantages which far outweigh the dubious econo-
mies suggested by the advocates of the decentralized system. 
Having the s took in one warehouse allows mana.gem.Emt to keep 
closer watch on its size and helps prevent overlapping of 
stocks. It also allows for easier stock control and uniform 
methods of handling. The store managers are left to the jobs 
for which they were hired, that is, to build the sales volUJne 
of their respective stores and are not reduced to inventory 
clerks. 
The Accounting Department has less paper work to 
process, and training the personnel to fill in ~~e necessary 
forms properly is not as difficult when the people are under 
one roof and available for personal contact·. Having the main-
tenance man as the stock clerk and inspector is making a job 
for more than one man, which means that the salesmen would 
have to step off the sales floor to assist him in handling 
the heavy sets. This is not a desirable situation either 
from the salesman 1 s point of vie,_IV or the possible loss of 
sales due to lack of proper attention to the customers. The 
inspection service is bound to suffer because of the flash 
inspections made by the inexperienced maintenance man. 
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D. Delivery Problems 
1. Releasing Merchandise for Delivery: 
Rigid control over the merchandise that is to be 
released for delivery to customers is vital to prevent un-
authorized shipments which may take the form of thefts or 
well-intended deliveries to customers which for lack of 
needed papers may never be billed to the customer by the Ac-
counting Department. 
As the merchandise moves out of the inspector's 
hands to the delivery platform, it is necessary to be able 
to trace it to the customer's home and then be able to check 
the transa ction off the stock records and on to the books of 
the company through the customer's account, and finally to 
the deposit of the collection of the account in the bank. 
Returns to suppliers must also be controlled to in-
sure the credit passing through the books. 
To perform these tasks, a uniform system of dis-
patching must be established and adhered to at all times. 
2. Collection of c.o.D. 1 s 
Among the responsibilities of the Delivery Depart-
ment is the collection and remittance to the Accounting De-
partment of all shipments which move under terms of "cash on 
delivery." Shipments are usually made under these conditione 
when the extension of credit to the customer is refused by 
the bank and when the customer's ability or willingness to 
make prompt payment is also questioned by the credit manager. 
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It is, therefore, imperative that no deviation of the terms· 
be permitted without prior and express permission from the 
credit manager. Check points are necessary to insure the 
execution of the terms of shipment. 
3. Deliveries from the Branch Stores " 
A discussion of the problem of deliveries by the 
sa l esmen, pick-ups by the customer, and de liveries by the in-
stallation crews of sets directly from the salesroom floor 
to the cus t omer's home, may be found in Chapter III, The Sales 
Department, under sections A-6 and C-8; but further mention 
is needed in the light of its effect on the Delivery Depart-
ment. 
The shipper does not have a method by which he can 
directly learn of any shipments made from the branch stores. 
He has to rely on the return to him of the receipted shipping 
order as his evidence of the delivery before he can manifest 
it and before the inventory clerk can credit the store for 
the sale of the set. 
E. Present Delivery Methods 
As the shipping order s come down from the stores 
each day, the shipper has to determine which sets are in 
stock, and he then sorts the slips between sets in stock and 
those not in stock. The orders for sets he does not have are 
attached to a clip board and put aside. The orders for the 
available sets are then sorted by delivery routes and instruc-
tions given to the warehousemen to take them out of stock and 
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prepare them for inspection. The inspection usually takes 
the rest of the day, and therefore, delivery is scheduled 
for the following morning. 
The next day, as the sets are being taken out of 
the warehouse by the warehousemen and the delivery crews, 
the tags are removed from the sets and the shipper records 
the customer's name and the information pertai.ning to the 
set on a delivery manifest. The tag is destroyed, and the 
slip is attached to the manifest and sent to the inventory 
clerk to complete his records. He in turn forwards it to 
the Accounting Department for billing to the customer. Re-
turns to suppliers are also listed on this manifest. 
Sets which are sold on a cash-on-delivery basis 
are marked accordingly on the sales slip in a block provided 
for that purpose. It is intended that the shipper should 
notice this and instruct the driver to collect the money be-
fore delivering the set; however, in practice it is sometimes 
overlooked or the customer prevails on the driver to leave 
the set on the promise that he will mail in a check "the 
first thing in the morning.tt In either case, the customer 
whose credit could not pass the scrutiny of authorized of-
ficials of the company obtains possession of the merchandise 
and the company is put in the position of having to chase 
him for· the money. 
Deliveries made directly to the customer from the 
stores usually consist of demonstrations or loans with a few 
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sets being sold for cash straight from the sales floor. Regu-
lar sales slips are made out and sent to the Accounting De-
partment as completed sales ready for billing. 
F. Alternative Methods 
1. Form Control for Deliveries 
Instead of the shipping orders going from the Sales 
Department directly to the shipper, considerable time could 
be saved if the slips were first sorted by the inventory con-
trol clerk. He could check through his cards and q~ickly de-
termine which sets are available for delivery and forward the 
slips calling for these sets to the shipper. This would save 
the shipper from going over the stock to find out which orders 
he could fill. Of course, the shippe·r could have a copy of 
the proposed inventory lists, but these lists are bound to be 
a day or two behind and therefore not as accurate as the card 
file the inventory control clerk maintains. Also, the inven-
tory control clerk might be in a better position to handle 
back orders since he works at a regular desk away from the 
turmoil of moving sets. As far as back orders are concerned, 
they could be handled by the inventory control clerk in the 
same manner as suggested for the shipper in Chapter III , 
Section C-2. 
The slips for which there are sets ready to be 
shipped may then be given to the sh ipper to pre pare for de-
livery. After the sets have been pulled from stock and in-
spected, the customer should be contacted to make certain 
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that someone wil l be at home t o rece ive the merchandise. 
As the sets move out of the warehouse, the shi pper 
should pe1•sonally remove each stock tag and check the set to 
see that it agrees with the description on t he tag, particu-
larly the serial number. If any discrepancy arises between 
the number on the tag and the number on the set, the fact 
should be noted on the manifest so that the inventory con-
trol clerk and the Accounting Department may be able to rec-
oncile their perpetual inventory controls. He will then re-
cord t h e following information regarding each set on his man-
ifest. 
Driver 
Slio 
No. - Gus tomar Address 
Make & 
Model 
Date 
Serial 
No. 
Stock c.o.D. 
No. Amount Remarks 
1be drivers are g iven the shipping orders to be 
signed by the customers and returned to the shipper. These 
receip t ed shipping orders must be checked by t he shipper 
a gainst his manifest and attached to it, together with all 
the stock tags. Should delivery be refused by the customer 
or de l ivery made impossible for some reason, the information 
pertaining to that particular set may be struck from the mani-
fest, the stock tag replaced on t;he set, and the set returned 
to stock. If the set could not be delivered because of can-
cella t ion of the sale, a note to that effect should be at-
tached to the shipping order and forwarded to the Accounting 
Department. If the delivery is only delayed for some reason, 
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the slip should be sent to the inventory control clerk who 
should h old it until delivery can be made. This would be in 
the nature of a back order. 
The completed manifests with the receipted shipping 
orders and stock tags should be sent to the inventory contl~l 
clerk for completion of his work and then forvmrded to the 
Accounting Department for billing. The used stock tags may 
be destroyed by t;he inventory control clerk since they are 
of no further use to the company. 
For returns to suppliers, a pre-nurabered tripli-
cate credit memorandum should be employed. The memorandum 
book would be kept by the purchasing officer. 'rhe orig inal 
credit would go to the shipper as a shipping order, the du-
plicate would g o directly to the Accounting Department, and 
the triplicate remains permanently in the book. The original 
accompanies the merchandise and requires the signature of the 
supplier before the goods are left with him. It is then re-
turned to the Accounting Department, attached to the duplicate 
and entered. The memorandum must always contain the date, 
supplier, make, model number, serial number, stock number, 
and signature of an authorized officer. 
2. PrOJ26Y., Handling of C.o.D. 's 
As the shipper makes up his daily manifest for each 
truck, he must complete the c.o.D. column on each used line 
of the page. In this manner he will have to inspect the ship-
ping order for any c.o.D. charges and will note them on his 
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manifes t . He should then stamp the shipping order with a 
larg e rubber stamp marked ltc.o.D. $ " and tell the 
driver the amount of any collections he has to make. When 
the driver returns from his route, the shipper will check 
the c .o.D. amounts collected with his manifest, in addition 
to check ing for receipted shipping orders. All collections 
must be remitted to the ~ccounting Department daily. If for 
any reason a collection is not made, it must be called to 
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the attention of the credit manager immediately. The Account-
ing Department will also maintain its own check on all c.o.D. 
shipments. 
3. Accounting for All Sets Delivered from Stores 
The receipted shipping orders for all sets delivered 
directly to customers from the branch stores should be for -
warded daily to the inventory control clerk with the re gular 
shipping orders. They should be clipped together and a note 
attached calling to the attention of the inventory control 
clerk the fact that these deliveries have already been made. 
The clerk can then bring his records up to date and record 
these deliveries at the bottom of the daily manifest be f ore 
it is sent to the Accounting Department. 
Where the delivery of a set from a branch store is 
made by an installation crew opera:.ting out of the warehouse, 
t he receipted slips should be returned to the manager of the 
store selling the set. The manager will then forward the 
slip with all of his other shipping slips to the warehouse. 
Th i s should be done since the manager is in the best position 
to control the delivery and the shipper does not have any 
method of checking what has been done. It is not g ood prac-
tice to al l ow the crews to carry delivery slips without some-
one i n authority being in a position to know when all the 
slips ha ve been turned in. 
G. Conclusions 
Through the use of trucking equipment, the cost of 
the warehouse can be substantially reduced and the efficiency 
of the Department improved. Not only will each man be able 
to produce mora work in a given day, thereby cutting the unit 
costs of handling the merchandi se, but the damage to the sets 
through mishandling will be lass, and possible saving s had in 
the workman 1 s compensation insurance rates· because of the 
safety devices employed. Reducing the fatigue among the men 
will also have its effects in cut ting costs b y making a hap-
pier and more cooperative group of men. 
In the Deli very Department the inventor y conti'ol 
clerk also stands in an excellent position to control the 
flow of merchandise and forms. By funneling all deliveries 
through his Department, control over the physical stocks is 
had. He has the responsibility of seeing that a signed de-
livery receipt is had for every sat on the manifest before 
it is sent to the Accounting Depa rtment, and through his spot 
tests of the inventory keeps the control of the remaining sets. 
He~ of course, will keep the duplicate copy of the manifests 
to check his records in case of any discrepancies. 
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VII. Accounting Department 
k. Problems 
1. Inventor~ Control ~ the General Books 
In the Accounting Department, all phases of the 
inventory control problem must be brought together and locked 
in an endless chain. All the forms for the receipt and ship-
ment of the merchandise should be recorded in their respec-
tive journals and posted to the accounts payable or accounts 
receivable controls, as well as to the inventory control. 
The final result of applying these controls is that the de-
tail of each control can be verified by audit and any dis-
crepancy localized and corrected by scientific checking 
methods. 
Notwithstanding the role of the inventory control 
clerk in providing daily information on the stock and guid-
ing the flow of forms for the merchandise moving in and out 
of the warehouse and stores, a separate and detached control 
iR vital to protect the company from shipping merchandise 
without billing the customer and paying invoice s for mer-
chandise not received or paying the same invoices twice. 
Protection is also needed in the inventory itself in the form 
of proof and double-check of any alleged discre~ncies un-
covered by the inventory control clerk. These can only be 
provided by a rig id system of control closely tied in with 
customer billing s and creditor payments. 
95 
2. Accounting for All Sales Slip~ 
All sales slips issued by the salesmen in the vari-
ous stores are prenumbered consecutively with a preface let-
ter des ignating: the issuing store. However, it is impossible 
to record the sales by the consecutive numbers since the de-
liveries are not made in that order. The deliveries are de-
termined by the availability of the set purchased and are 
often delayed weeks because the customer wants and is will-
ing to wait for one particular model. On account of this, 
keeping record of the slips, and thereby nccounting for all 
sales and corresponding charges to all customers, is diffi-
cult and requires a further step in bookkeeping function. 
3. The ~hys ical Inventory 
Taking complete physical inventory is necessary to 
check the accuracy of the inventory details as shovrn by the 
books and also to check the condition of the mer chandise for 
t he purpose of pricing for the financial statements and an-
nually for the income tax returns. 
Actual counting of the inventory is complicated 
by the size of the organization and the different locations 
of' the stock which has to be counted simultaneously. Choos-
ing the best time for taking inventory is difficult since 
the stores are open every night, Monday through Saturday , 
and the employees do not relish the prospect of g iving up 
their day off on Sunday to come to work and take inventory. 
Since the job usually has to be done on a work day, with the 
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sets moving in and out of the company constantly, a cut-off 
point for inventory control has to be established and main-
tained. 
Choosing the persons to do the counting and record-
ing must be done carefully to insure accurate results. Se-
lecting the checkers and supervisors must be done with an eye 
to eliminating any possibility of collusion between the in-
ventory takers and a second party. 
Before the crews g o out to tabulate the inventory, 
it is necessary to pr ovide them with uniform instructions re-
garding the forms to be used, notes on the condition of the 
merchandise to be made, extent of scrutiny of the sets, and 
the time to call for instructions from the supervisor. 
4. Forms Control 
In an organization the size of the American Tele-
vision Sales Co., Inc., and witl1 as many departments, many 
forms are required. With the passing of time, forms already 
in use no longer serve the purpose for which they were in-
tended and shouldi be discarded, and new ones are needed to 
meet changing conditions. However, change s made in a form 
by the issuing department without consulting the other af-
fe cted departments, especially the Accounting Department, 
are detrimental to their efficient operation and can seri-
ously h inder the work of the controls on the .merchandise, 
sales, and costs. It is necessary to provide a system for 
the replacement or elimination of forms for which there does 
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not seem to be any further use and set up regular ma chinery 
for the construction of new labor-saving forms which serve 
and me et with the approval of a ll parties using them. 
B. Present Methods 
All invoices rec e ive d from distributors and other 
suppliers are entered daily in the purchase journal and proper 
distribution of the cost made to the expense accoun·ts. Pur-
cha s e s of televis i on sets are extended to an winventory-TV" 
column in total, an d the deta il of t he sets purchased is re-
corded in a subsidiary inventory control book. 
In this inventory control book, each set is re-
corde d by date , stock number, make, model number, serial num-
ber, and cost. The total of the entries to this book in one 
day must equal the total amounts entered i n the "Inventory-TVu 
column in t h e pur chase book. In other words, t he entr i es to 
the sub s idiary mus t always equal the control. 
V'Jhen r·et urns are made to the suppliers, an entry 
is made in the purchase return journal. Thi s entr y is the 
exact opposite of the first, since the supplier is charged 
and the inventor y column credi ted. 
To take the set out of the inventory control book, 
further columns are employed. These columns are for the date 
of shipment, the slip number, and to whom delivered. A copy 
of the column headings of a page from the book is shown below: 
Date 
Stock 
No. Make 
Model 
No. 
Sel' ial 
No. Cost 
Da te 
Shipped 
Slip 
No . 
To 
Vi.h om 
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.... """ -
-Ther efore, the ba lance of the control a ccoun-t should 
- - -
equal the total of the lines in the inventory co;Q trol -boEk f?r 
which no delivery has been recorded. A physical courrj; _-~ th-e 
stock should also equal the open items in this book. 
Sales are recorded from the daily shipping manifests 
prepared in the warehouse . These sheets come to the office 
daily and represent all the shipments of the prior day. The 
slips are entered in the order of their appeara nce on the 
manifest. 
The sales journal is divided into two . sections, 
the s ales section and t he cost of sales section. The former 
contains the charge to the customer, with a breakdovm of 
sales between the stores as well as between sales of tele-
vision and service contracts and accessories. Ther e is also 
a double column for the salesman's name an d amount of commis-
sion. The latter section is for the inventory control. Here 
the make, model number, serial number, stock numb er, and cost 
are recorded. 
The ttrnventory-TV" column is credited with the cost 
of the set (this is found by reference to the stock number in 
the inventory control book), and a corresponding debit is made 
to one of several ncost of Sales" columns. Ea ch store has its 
own "Cost of Salestt colurrill and the proper one is chai•ged with 
each sale. Through the use of the stock number, the set is 
found in the inventor y control book; and at the same time that 
the cost is used to credit the inventory in the cost of sales 
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journal (as above), the date of sale, slip nU1'!'1ber, and cus-
tomer's name are recorde d in the control book, thereby elim-
inating it from the stock on hand. It should be noted that 
the balance of the "Inventory-Tvtt account will still equal 
the open items in the inventory book. 
Sales returns are handled in a similar rne.nner, ex-
cept that the process is reversed. As the sets come back 
into stock, new stock numbers are assigned; and when the in-
ventory column in the journal is charged with, a cost, the 
same amount can be entered in the inventory book and the con-
trol is still in agreement with its subsidiary. The costs 
of these sets are found by referring to the original stock 
number whi ch is had by finding the shipping order. This 
system is especially time-consuming. 
Inasmuch as the sales slips are entered by date of 
delivery rather than by consecutive sales slip number, one 
of the main functions of the prenumbering s ystem is los·t;. No 
longer is control over every sale had, and should a slip be 
lost in transit or in someone 1 s desk, the sale is one with 
it. It is especia.lly hazardous v1hen the loss occurs after 
t he set has been delivered to the customer, since then the 
set is lost as well as the profit. 
Physical inventories are taken annually at the close 
of the fiscal year and occasionally during the year . The oc-
casions occur when something s·eriously wrong is suspected or 
i! an interim statement is needed . 'l'hey are always taken at 
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the end of the month to facilitate the reconciliation with 
books which regardless have to be footed and posted at the 
end of each month. 
The actual counti ng of the stock is done by the 
salesmen in the stores under the supervision of the regular 
manager. The warehouse stock and sets in the Service Depart-
ment are counted by the men working in those Departments un-
der the superv:tsion of their manager. Work sheets are used 
to record the data which consists of the stock number, make, 
model and serial numbers. Retail prices are not needed since 
the cost may be had from the stock book. One ma.n calls off 
the information from the stock tag while another records. 
The completed sheets are then sent to the Accounting Depart-
ment. 
New forms are prepared as the need is felt by a 
particular· department. If any consultation is had with any 
other depa.rtment hee.d, it is because the originator deems it 
advisable and not because it is the set policy of the company. 
A shining exception to this, of course, is the sales slip 
with which no one has e.uthority to tamper without first ob-
taining top-management permission. 
Prescr:i.bed for•ms are often ignored or> only par-
tially completed because the person preparing the for'lll does 
not understand and appreciate the significance of all the re-
quired information. An example of this is in the omission 
of a stock number or a serial number from a shipping order. 
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The delivery me_n often does not understand that to the Ac-
counting Department like models are not the same and that 
they must have all the• infonnation to send to the bank in 
the case of installment sales, to the insurance company in 
case of theft, or for internal contr'ol of the inventory it-
self. 
c. Alternative Methods 
1. Use of Receiving Slips and Credits for 
CODtrol ~ General Books 
Instead of just entering creditor invoices as they 
are approved, the bills can now be entered in the order of 
t he corresponding receiving slip which will be attached to 
them. This will eliminate the possibility of entering du-
plicate invoices with possible resultant duplicate payments, 
and the invoices can still be entered daily. 1his also pre-
vents the entry of non-existent sets in the inventory control 
book. If an invoice is held out for some reason, the fact 
should be mentioned on the line together with the date of 
actual entry. 
~ince the receiving slips are entered nQmerically, 
the inventory control book is posted in the same order that 
the sets are actually received, and there is no need to al-
low s pa ces for sets to be entered in the future. Where the 
inventory sheets are made up by the receiver in the warehouse 
and just the prices are filled in by the Accounting Depart-
ment, it is a boon to the bookkeeper not to have to search 
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for each set and she can post continuously without any breaks 
in the stock numbers. 
Returns to suppliers can be recorded in the pur-
chase return journal in the numerical order of the credit 
slips, and returns from customers and others can be recorded 
in the same maimer in the sales ret urn j ourna 1. 
Costing sales returns back into the inventory as 
handled currently is a job which takes up too much time, al-
though the results are letter perfect . Through the use of 
inventory cost lists, the time consumed in looking up prices 
can be sliced to practically nothing. Instead of finding the 
customer's account, turning to the page on which the set was 
charged, and applying this cost to the return, an estimated 
price f!'om the price list can be substituted with a high de-
gree of accuracy; and if variances would occur, they would 
be so small as not to matter. It is doubtful if any differ-
ences would exceed ten dollars, and the overages would nor-
mally offset the shorta;.res. 
By the use of these methons , it can always be es-
tablished that the entr ies in the inventory control book 
arose from a '!)aymen t to a cred:!.t or, or a credit to a cus-
tomer from an actual set returned to the company. 
2. Check-off System for Sales Slips 
A small television retailer can solve the problem 
of his sales slips control by recording each slip as it comes 
through from the salesmen. The entry would be a debit to 
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nAccounts Receivable 11 and a credit to rr'Reserve for Undelivered 
Sales n and/ or 11 Re serve for Undelivered Installa tions•t . When 
the delivery is made, the "Reserveu accounts would be charged 
and the 11 Salesn accounts credited. The ledger accounts for 
the "r.eserves n would be analyzed monthly for all undelivered 
sales and a follow-up made of each item. Care must be e x er-
cised not to bill a customer for a set he has not received 
even though he has been char ged on the books of the company. 
This can be accomplished by checking the list of undelivered 
sales before preparing monthly statements. 
The nReserve " method becomes cumbersome and adds 
considerably to the end-of-month peak load of work if used 
by a s i zeable company . It is not recommended for a f irm with 
annua l sales exceeding one million dollars. 
For the American Television ~ales Co., Inc., a 
check..,.off system for the sales slips is more practical and 
adds very little to the work load. This consists of a bound 
blank book sectioned off by each store. A few hundred con-
secutive numbers for each store could be listed at a time by 
one of the clerks who has a few minutes to spare for the job. 
After the deliveries for the day have been entered in the 
sales journal, the bookkeeper could then enter the date of 
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the recording of the slip in this bound book. The book should 
be reviewed at least twice monthly for slips not yet recorded 
and prompt fo11 ow-up made. In the case of voided or canceD. ed 
slips, they should be initialed by an officer of the company 
and filed. The line for that par ticular slip can then be 
marked nvoidn . 
3. Taking, Checking, and Heconci.ling the Physical Inventory 
Instructions to be given the perso~nel involved will 
be transmitted from the management through the supervisors. 
These should include the method of covering the assigned ter-
ritory, vouching of sets counted, recording the information, 
and completing the work papers. 
The stores to be inventoried should be divided into 
logical sections before the counting commences, that is, sets 
in the window displays should be covered all at once, sets 
lining the walls next, and finally the sets on the floor by 
aisle sections . The back rooms and cellars should also be 
broken down into like sections. The warehouse would be 
counted in the same manner. 
As one man calls off the description of the set, 
another will record the data on the inventory work sheet. 
If after scrutinizing the set he finds everything in order, 
the firs t man will vouch t h e stock t eg with a colored crayon 
in a designated corner. The crayon will be of a particular 
color for a g iven date and will help the crews determine 
which sets have been covered in case of confusion and will 
also aid the checkers to speed their work. 
All the inventory work sheets will be of a consist-
ent size, preferably duplicated or printed with column head-
ings to help guide the worl-ce rs and obtain uniform results. 
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The sheets should be headed with the name of the store being 
counted and the date. The columns of information should be: 
1. Stock Number; 2. Make; 3. Model Number ; 4. Serial Number; 
5. Cost of Market ; 6. Remarks. All but column 5 will be com-
pleted by the counters. The fifth column will be er:tered by 
the Accounting Department. The uRemarks 11 column should in-
clude notat:lons where needed pertaining to the cond ition of 
the set, errors in the retail price listed on the stock tag, 
and differences between the description of the set on the 
tag and the set itself . Missing stock tags should be espe-
cially noted. 
The supervisor on the job will take charge of the 
completed work sheets. This supervisor can be the manager 
of one of the other stores, but not of the one to which the 
regular manager of this store has been assigned for the 
inventory-taking. The supervisor, following the same route 
as the men, will check the items on the list by observation, 
being particularly on thelookout for sets not listed and er-
rors in recording of the stock numbers. The sheets will then 
be delivered by the supervisor himBelf to the office manager . 
As is the present c ustom of the company, the com-
plete physical inventory should continue to be taken at the 
end of a month in conformance with the practice of the Ac-
counting Department in posting and reconciling its balance 
sheet accounts monthly . 
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No attempt to check the physical listing a gainst 
the book list should be made until the book has been recon-
ciled wi th its control account. Then the lists can be 
vouched against ea ch other and discrepancies noted. The 
inventory control clerk will ch eck his own contr ol wi th the 
physi cal listing and make an independent report. Differ-
ences which only a ppear on one control will be checke d into 
the other control to determine why they did not show there . 
Through this method most inconsistencies will be clarified . 
Shortages whi ch appee.r on both controls must be traced to 
t he store of origin and thoroughly invest ip.;ated and reported 
to the management. 
'l)l.e end of the month does not always fall on a 
very favorable day for inventory-taking; however, sales can-
not be sacrificed for the sake of the books. In this case, 
t h e inventory may be tak en a day or two prior to or a fter 
the end of the month and the necessary corrections made in 
the control to bring the two into agreement. 
To maintain a universal cut-off point, a d ef inite 
hour for the tak ing of inventory must be appointed. There-
after, no set will be allowed to leave a store or the ware -
house without having been counted as part of the stock of 
that branch. Steps should be taken to see that no stock is 
i n transit be tvreen stores at that time. Sets del i vered t o 
customers after that hour must be recorded on a new 1nanifest 
and marked clearly as having been delivered after the inven-
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tory cutoff. Preferably , the ~anifest should be entered on 
the books as of the next day . 
4. Responsibility for Forms Control 
A central authority for the creation of new forms 
and fo r the discontinuance of archaic forms is needed to pro-
vide a continued flow of necessary information for all de-
nartments. The office manager is in a very g ood position to 
assume t his resp onsibili ty since most forms al"B prepared by 
other depar t ments for the transmittal of needed facts and 
figure s to the Accounting Department . This Department knows 
what information is required, and no form which affects cus-
tomers or creditors should be prepared without their prior 
approval . 
If a department manager feels that a certain form 
could be altered to gi ve hlm some statistics which would as-
sist him in the better conduct of h i s department, or i f a 
given form proves arduous in its completion or seems just 
plain useless, he could consult with the office manager in 
an effort to correct the situation. It would be well for 
him to work out a p ossible solution to the problem before-
hand. The office mana ger will then consider the effect of 
the chang e or eliminat ion of t he first form on the Account-
ing a nd other de par tments, and after discussing the problem 
with the oth er affected department heads , decide the ccrurse 
to be taken . If he rejects the idea, the reasons must be 
g iven to the manage r who suggested the changes. 
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Forms for use within a single depar~nent need not 
b e approved b;y- the office manager since they are for the con-
venience of the using depar t ment and do not affect the work 
of any other departments. The requi~ing manager should only 
consider the cost in its relation to the value to be gained 
by the employment of the form. 
D. Conclusions 
Through the installation and adherence to the con-
trols recomrnended in this chapter, complete contr ol over the 
book inventory can be achieved. No invoice can be paid with-
out a corresponding set being received, and no set can leave 
the company without the Accounting Department knowing about 
it and having the opportunity of billing it to the recipient. 
One parti cular factor often overlooked , but never-
theless very i mportant, is keeping the bookkeeping up to date. 
Cash receipts, check disbursements, purchases, and sales 
should all be entered daily. In this manner, end-of -month 
peak loads can be leveled and more information wil l become 
curre ntly available. 
Frequent physical inventories are essential not 
only to check t he existence of the sets shown by the books 
to be in stock, but also to check on the proper execution 
of the required forms by the members of the sta ff. Short-
ag es in the inventory often result from the neglect of a 
particular form. If the fact is caught soon enough, the 
person responsible can usually remember wha t happened to 
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the set and the error and situation can be corrected without 
any damage to the company. ·Physical inventories should be 
taken at least monthly until the resul t s show that the con-
trols are functioning smoothly and the personnel are trained 
to be aware of their responsibilities in the completion of 
the forms . After that, complete counts may be taken quar-
terly. 
Forms control should be undertaken now to keep 
the preparation of new forms to a minimum and keep the forms 
in use abreast with the growth of the company. 
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VIII. Conclusions and Summary 
Before concluding this thesis, I should like to 
stress some of the more important recommendations and fac -
tors that have been brought out in the preceding chapters. 
The establishing of an independent Inventory Con-
t;rol Department under the leader'ship of a responsible person, 
qualified to deal dire ctly with the managers of the other de-
partments, is necessary to insure uninterrupted flow of paper 
and merchandise through the organization. This person must 
be capable of g oing into the various sections of the company, 
checking the inventory, analyzing and localizing differences, 
and bringing errors in the preparation of forms to the atten-
tion of the manag ers without creating antagonism. He must 
also be able to produce the inventory lists as needed, build 
pleasant follow-up relations with suppliers and carriers, 
supply the branches of the company with any information they 
may require pertaining to the inventory, and finally to train 
and supervise any assistants the expansion of his work would 
make necessary. His rank would be on a pe.r with the managers· 
of the stores and the warehouse and on an equal wage basis. 
The Inventory Control Department would be open for 
business the same hours as the stores and should not close 
at n ight until all of its work has been completed. Under 
no circumstances should the control cards be allowed to fall 
even a day behind the receipts and deliveries of the televi-
sion sets. All papers of the day's receipts and deliverie s 
111 
must be processed the same day and be ready for the Account-
ing Department the following morning. 
All new employees and the old ones that need it 
ought to be g iven a thorough briefing about the organization 
of the company and the importance of each function. Among 
the things that should be explained are the forms prepared 
in each department and their purpose. Special emphasis, of 
course, should be g iven to the forms with which the employees 
will come in direct contact and be called upon to complete 
themselves. ~De significance of each line and item should 
be exp lained and must be appreciated by the employees before 
they are allowed a free reign in the completion of the forms. 
Among the topics discussed in Chapter III was the 
handling of loans and demonstration sets temporarily removed 
from stock. The importance of keeping a close check over 
these sets is se lf-evident. Only a few sets loaned out on 
the s e bases are necessary to run up a frozen stock costing 
seve r al thousands of dollars. Sets should be g iven out only 
for very good reasons and demonstrations must be followed up 
within two days. 
Under the Purchasing Department, came the recom-
mendations for the compilation of statistics to help mold 
the decisions of the management in its purchasing policies 
together with i deas for controlling the mechanics of the ac-
companying invoices. With the growth of the co~pany and the 
dispersing of the branches, the owners have found it increas-
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ingly difficult to keep in personal contact with all the ac-
tivities of the company. Losing the personal ' feel" of the 
business makes it of utmost importance to obtain accurate re-
ports of the conditions in the sales outlets and warehouse. 
For practically th~ same reasons, the management needs the 
assistance of mechanical controls to protect it from late-
arriving merchandise and from duplicate payment or neglect-
ing to pay an invoice on time. 
The theme of the Receiving, Inspection, Warehous-
ing, and Delivery Departments, was control of the physical 
product. In this respect we considered the requirements for 
accounting for all sets coming into the compeny, having them 
available for ~mediate delivery to customers, protecting 
them against damage and theft while they are in the posses-
sion of the company, and keeping the cost of these Depart-
ments to a minimum. Regular procedures were recommended for 
t he steps in the process of getting a set to a customer, and 
the need for wri ·tten forms as guideposts in the transactions· 
was emphasized . 
The transactions of the company are finally tabu-
lated in the Accounting Department for profit or for loss. 
Here we recognize the extra profits to be ga ined by setting 
up the system to check and cross-check every sale and every 
purchase. Provision has been made for the orderly and sys-
tematic counting of the stock to check the records and ac-
count for all the merchandise that should be on hand . A 
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recommendation was made for a method to control the necessary 
changes in the forms used by the company. The office manager 
was named as the log ical person to assume this responsibility 
since the information contained in most of the forms was vital 
to the operation of his department. 
In the preparation of this thesis, I have tried to 
provide the reader with methods of controlling all the func-
tions that go to make up a retail television operation main-
taining its own warehouse . However , I have a final thought 
on these contr•ols and their relation to t;he management: 
The best organization is worthless unless it re-
ceives the active support of the top manag ement of the com-
pany, for without its cooperation, represented by example 
and attitude, any system is bound to fail. 
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